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FOREWORD 


I REGARD it as a privilege to be able to introduce Dr. Smith's 
book to the public. Originally, it was in the form of a thesis for 
the degree of Ph.D. of London University, and during the latter 
part of its preparation Dr. Smith was under my supervision. 
I was at once attracted by its subject, not only because of its 
importance in inter-Im|x;rial and, indeed, in international trade, 
but l)ccausc of the opj)ortunities which it affords for the applica- 
tion of theoretical analysis to practical problems. I quickly saw 
that Dr. Smith was well (lualified to carry out this application of 
theory to practice. He handles his economic analysis with com- 
|Xitence and firmness, while his knowledge of the actual details of 
marketing arrangements and processes is complete. The result 
is that we have a lx)ok which lx)th students and those concerned 
at all stages of the marketing of Australian and New Zealand 
primary produce can read with l>enefit. 

Recent developments in the United Kingdom have made it 
quite clear that certain readjustments in the Ottawa Agreements 
will come up for effective discussion when the Agreements expire. 
Australia and New Zealand will 1x3 |x^ciiliarly affected by such 
readjustments, and therefore it is to the advantage of all con- 
cerned that all parts of the existing mechanism by which commo- 
dity exchanges are effected lx3tween these two countries and the 
United Kingdom should lx* thoroughly understood. Here Dr. 
Smith’s book will lx; particularly valuable, lx;causc he shows 
clearly and simply the basic conditions of the efficient marketing 
of Australian and New Zealand primary produce in their greatest 
market. It will 1x3 seen from these remarks that his book is 
something far more than a mere exjxise of a working system. He 
gets down to root principles and he deals with his subject in the 
light of the teachings of economic science. The production and 
encouragement of studies such as this was one of the principal 
objectives of the Chair of Im|X3rial Economic Relations in the 
University of London. Owing to the disbandment of the Empire 
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Marketing Board, that Chair has now disappeared, but as its 
first and only occupant I am very proud to point to Dr. Smith's 
book as one of the permanent results of its short existence. 

J. COATMAN, C.I.E., M.A. 

Late Professor of Imperial Economic 
Relations in London University. 



PREFACE 


This book was first written towards the end of 1931. Its publica- 
tion was deferred owing to the subsequent unsettlement of the 
trades with which it deals and it has since been revised and largely 
rewritten. The book is based upon practical experience in the 
countries concerned and upon direct market research over a 
period of years, as well as upon printed sources of information. 
Many of these have only become available since 1931 and they 
have been carefully scrutinized in order to check and add to the 
information given here. 

My general attitude towards the developments in recent years 
will, it is hoped, be reasonably clear. Briefly, I welcome any 
measures of rationalization and social control which redound to 
the general goo<i, but am opposed to the widespread attempts to 
manipulate the economic system for the advantage of sectional 
interests. It is, however, impossible in these days to maintain 
any strict and uncompromising view of economic policies, for 
between what appears valid by the test of economic theory and 
what is ix)ssible in practice and tolerable to the electorate there 
is much to choose. \Vc are, in fact, compelled to rely more and 
more upon broad social judgments and less and less upon 
theories which no longer seem to fit the needs and tendencies of 
the age. 

Even Ixjfore the crisis, the great weakness of agriculture in 
most parts of the world was the extent to which it was carried 
on upon credit. The facilities for obtaining credit have probably 
proved as much a menace as a help. For the farm tended to 
become the apanage of the middleman concern which made 
advances for the purchase of stock, implements, seasonal requis- 
ites, household necessities, and what not. The farm yielded 
revenue to the middleman and to the mortgagee, while leaving 
them free from the more burdensome incidents of legal ownership. 
To this readiness to take up land upon unprofitable terms is to 
be largely ascribed the dnidgcry, if not semi-slavery, to which 
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many small farmers and their families are condemned. It is 
unfortunate, therefore, that a greater degree of cleansing" was 
not allowed to take place after 1929, so that capital values and 
current indebtedness would have been brought quickly to a level 
which would have obviated a long period of uneconomic subsidies 
to agriculture and the wasteful and gratuitous export of capital 
which this involves. 

In many countries, and especially in academic circles, it has 
been commonly assumed that Australia and New Zealand sur- 
mounted the crisis by putting into force a kind of national treaty 
whereby economic adjustments were rapidly and ecpiitably 
effected. But the wisdom, to say nothing of the equity, of many 
of the adjustments that were made remains doubtful. Tlic 
measure of recovery is largely owing to increased efficiency and 
improved prices abroad, while the major problem of capital 
debt has been shelved. In New Zealand the electors have 
recently indicated in very decisive fashion that they had assented 
to no national treaty but had had imposed upon them a" Diktat " 
akin to that of Versailles. The worst feature, however, of the 
whole process of government intervention is undoubtedly that it 
opened the way for the unscrupulous exploitation of the crisis by 
many individuals and concerns who benctited by various forms 
of subsidy and remissions of debt to which they were not fairly 
entitled. Indeed, it is not too much to say that in Australia and 
New Zealand the evasion of their liabilities by a section of the 
rural interest has been almost erected into a system and that 
subsidies of one sort or another have come to be regarded as the 
inalienable prerogative of agriculture. 

The great difficulty about writing upon any subject of con- 
temporary interest is to keep pace with the march of events. A 
few of the developments which have occurred since this book 
went to press are mentioned in an apjxindix and it is hoped that 
it is otherwise as up-to-date as is possible. 

The book owes much to the assistance of friends and teachers, 
among them Mr. J. Coatman, C.I.E., who contributes a foreword, 
Mr. F. L. Macdougall, C.M.G., Chairman of the Tm[)erial Economic 
Committee, Mr. H. E. Davis, of the New Zealand Dairy Board, 
j^nd Mr. R. S. Forsyth, C.M.G., of the New Zealand Meat Board 
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The ofhccrs of the other produce boards and of a host of govern- 
ment departments have also l)cen most helpful and patient, as 
well as the many business men whose assistance and opinions 
were sought over a considerable number of years. Not a few of 
these will perhaps dissent from some at least of the views ex- 
pressed. I should like to make s|)ecial mention of the help given 
by tlic ofiicers of the Dominion Governments in London and in 
particular by those at New Zealand House. I must also make 
grateful acknowledgment of a grant from the Publication Fund 
of the University of London towards the cost of publication. 

I am deeply indebted to my wife for undertaking much of the 
tedious work that g<xis to the making of a book. 

It only remains to add that I alone am responsible for the 
opinions which I have not hesitated to express throughout the 
l)ook. On that account, 1 shall welcome criticism, esixicially upon 
matters of fact. For the rest, in putting forth a work which is 
mainly one of simple narration and description I am not unmind- 
ful of the remark of Hobbes that philosophy ‘*e.\cludes history 
as well natural as jxditical, though most useful (nay, necessary) 
to philosophy ; l)ecausc such knowledge is but cxixirience and 
not ratiocination.” I trust none the less that in setting down, 
however imjxTfcctly, the cxjxriencc of some of the primary 
produce trades I have furnished material which may prove of 
service to theoreticians and which will l>e of interest to those who 
inhabit less lofty regions. 


Palmkrston North, N.Z. 
December, 1*^35 


W. MILLAR SMITH 
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THE MARKETING OF 
AUSTRALIAN AND NEW ZEALAND 
PRIMARY PRODUCTS 

CHAPTER I 

THE IMPULSE TO LARGE-SCALE MARKETING 

I. The Advent of War 

The difficulties of conducting an export trade under war condi- 
tions and the reactions of the inevitable post-war fluctuations 
have focused the attention of producers more than ever upon 
problems of marketing. The result has been, in many cases, to 
prompt economic experiment of a nature and on a scale never 
before contemplated. It is true that, for at least a generation 
before the war, producers in Australia and New Zealand had, in 
varying degree, the benefit of state assistance in initiating and in 
developing export trades and that some progress had been made 
in the direction of co-operative marketing. It is true also that 
they not seldom expressed their dissatisfaction with marketing 
methods.^ Such crises as did develop were few, however, and on 
a minor scale ; ^ and in this century, at least, the experience of 
agricultural producers was happy. In the words of one authority 

the farmer was winning a greater produce from the soil and get- 
ting for that produce higher and higher prices each year, while 
his main costs, especially interest and wages, lagged behind pro- 
duce prices.*’ ^ A steady and profitable extension of settlement 

^ The Reports of the Australian Royal Commission on the Fruit Industry 
(1912) recommended inter alia that Government Produce Departments 
controlling exports should be established in all States. In 1913 the Agent- 
General for Tasmania advised Australian dairying interests to act in con- 
cert on the London market. (Tasmania : Journals and Papers of Parliament : 
Vol. LXXI. 1914-15. Paper No. i.) 

* The financial crisis in the U.S.A. at the end of 1907 caused a severe 
decline in wool and hemp prices. 

* J. B. Condliffe: Effects of Changing Price-levels on the Economic 
Development of New Zealand. {Transactions of N.Z, Institute, Vol. 56, 
p. 722.) See also: J. W. Mcllwraith: The Course of Prices in New 
Zealand ; Commonwealth Bureau of Census and Statistics : Labour Bulletin 
Nos. 1-6, 1913-14. 
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accompanied a gradual appreciation of land values.^ Land specu- 
lation, associated with a rise in the bankruptcy rate, was in 
evidence, but it did not attain the fever heat of the early post- 
war years, nor had it to reckon with a withering fall in prices. 
Even the universal drought in Australia in 1902 imposed but a 
temp)orary halt upon production and its effects were rapidly 
obliterated. 

Upon this scene of quiet prosperity and busy endeavour war 
intruded. The effects of the outbreak were threefold — psycho- 
logical, economic, and political. The gloom induced by the 
thought that markets would no longer be so accessible was in 
part dispelled by the belief that conflict on such a scale could not 
be lasting. The markets that were cut off, either by warfare or 
by embargo imposed at home, were relatively unimportant, 
except in the case of wool. But the best measure of all these 
influences is the movement of prices. The decline in most export 
markets was but momentary, and by October even the wool 
market had recovered. 

The new export season was just about to open when war was 
declared and the degree of dislocation was, therefore, a minimum. 
The situation was complicated by the fact that Australia suffered 
from a severe drought during the 1914-15 season and that climatic 
conditions had not been favourable to production in the months 
preceding the commencement of the export year. Hence the 
wool clip came forward in less perfect condition than usual and 
there was a severe decline in the volume of commodities avail- 
able for e.xport. In New Zealand, somewhat droughty conditions 
advanced the opening of the meat-export season. These physical 
factors served on balance, however, to diminish the difficulties of 
transporting such exports as were available. Though a shortage 
of freight early began to make itself evident, the rise in rates was 
not considerable and was in part prevented by existing contracts 
of carriage covering some important classes of refrigerated 


^ For an interesting review of the condition of rural industry before the 
war, see : Dominions Royal Commission : Minutes of Evidence taken in 
Australia in 1913. Part I. Cmd. 7171, Part II. Cmd. 7172. Minutes of 
Evidence taken in New Zealand in 1913. Cmd. 7170. Second Interim 
Report, 1914. Cmd. 7210. 
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cargo. 1 There was no vast accumulation of produce wholly 
unable to reach the markets in the normal way, and it was not 
yet realized how weak a link connected Australasia with con- 
sumers abroad, nor how vulnerable these Dominions were 
when faced by a ruthless enemy operating far from their 
shores. 

The wool market was in the most critical position of all. At 
the Sydney sales there was an average decline in prices of lo per 
cent and more than half the offerings were withdrawn. Even- 
tually, the Commonwealth wool brokers decided to await the 
results of the London sales on 6th October, These revealed a 
smaller decline in merino values than had been anticipated and 
a rise of about 20 per cent in crossbreds. Merinos recovered 
and crossbreds continued to advance, with the result that there 
was a rush to sell, especially in view of the freight shortage 
that was developing and the difficulties of financing the sales. 
But the effect on prices was only temporary, and in some 
cases nil. 

Increased British, Japanese, and local demand had compen- 
sated for the withdrawal of France, Germany, and the Continent 
generally, though these had taken more than half the clip in 
normal years. The New Zealand clip, being mainly crossbred 
and in good condition, realized good prices, and the English 
buyers were able to lift all the offerings. Some difficulty was 
experienced in disposing of Australian carbonizing wools since 
the Continental carbonizing plants were out of action, the 
quantity of burry wool was considerable owing to climatic con- 
ditions, and buyers desired qualities that could be manufactured 
without delay. 

No export problem arose in regard to wheat, Australia being 
a heavy importer for part of the season owing to the widespread 
failure of the harvest. The crop amounted to less than 25 million 
bushels, as against 103 million the previous year, and prices rose 
sharply. By this time, prices of pastoral products generally 
showed a rising tendency, though there was no considerable 

^ In New Zealand, e.g., contracts for the carriage of refrigerated cargo 
had been negotiated as late as 1914 for a term of five years, and these were 
faithfully observed by the shipping companies until the British Govern- 
ment commandeered all insulated tonnage in March, 1915. 
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upward movement.^ Yet governments were apprehensive and 
legislative action was everywhere taken, except in Tasmania, to 
control prices and secure returns of stocks. Coupled with these 
measures was a general exhortation to increase production, 
accompanied in the case of New South Wales by a promise of 
guaranteed prices for wheat The Commonwealth appointed 
a Royal Commission, which made a survey of the situation and 
reported, but it ceased to function after October, 1914.^ 

2. The Control and Direction of Trade, 1914-1921 

While it is natural during war to expect governmental inter- 
ference with economic machinery, the people of Australia and 
New Zealand were not unaccustomed, even in normal times, to 
action by the state in spheres left wholly to private enterprise in 
older communities. One section or another of producers had had 
recourse to government at various times in order to secure 
privileges which they believed to be necessary to the continued 
existence or progress of their industry. And the community at 
large, in times of emergency, looked to the state to supply what 
it conceived to be the deficiencies of private enterprise. The out- 
break of war found the governments of Australia and New Zealand 
already clothed with power to regulate trade in wartime to the 
extent of controlling the import and export of commodities. 
Most of the States immediately took further power to limit prices. 
At a conference of Federal and State ministers shortly after war 
bn^ke out, uniform action for the purpose of controlling prices of 
foodstuffs and securing returns of stocks was decided upon. 
This solicitude for consumers was but partly due to the desire to 
prevent dissension in time of war. It may seem strange that the 
various authorities should then have taken such comprehensive 

* Though London prices appeared attractive, this was due mainly to 
uncertainty of supplies and irregularity of arrivals. The statistical position 
in regard to meat had been steadily improving from the producers' point 
of view in the years preceding the w'ar. See Report of Commonwealth 
Royal Commission on the Meat Export Trade, 1914, page 7. 

* Premier’s Budget speech, 1914. The guarantee of 4s. per bushel was 
to apply only to wheat the produce of land not under wheat in the previous 
season. Queensland offered an advance of per acre towards the cost of 
cultivating new wheat areas, but only about £14,000 was loaned. 

^ Royal Commission on Food Supplies and Trade and Industries during 
the war. 
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steps to limit producers* profits. Accordingly, all the States 
introduced legislation,^ though they failed to foresee the compli- 
cations that arose from lack of uniformity in its administration 
from State to State. But no emergency developed and, except 
in Queensland, there was little price-fixing in the early months 
of the war, and none at all in Tasmania till 1916 or in South 
Australia till late in 1915* In New Zealand, some inquiries were 
made, but no action was recommended in consequence. 

Though the Customs Act, 1910-14, and the War Precautions 
Act, 1914, gave it wide powers of control of trade in wartime, 
the Federal Government, until 1916, was content to limit its 
activities to external trade.^ In March of that year, however. 
War Precautions (Prices Adjustment) Regulations were made and 
a Commonwealth Prices Adjustment Board was appointed and 
given power to regulate the prices of flour, bread, bran, and pol- 
lard. The Board’s powers were challenged, but the High Court, 
by a majority decision, confirmed them.® The scope of the Board's 
investigations and activities was thereafter much enlarged and a 
great number of articles declared to be necessary commodities 
and therefore within its purview. Later, the Prices Adjustment 
Board resigned in a body, following the appointment of a Com- 
missioner in each State to conduct investigations and make 
recommendations to the Minister regarding the necessity for 

^ New South Wales: Necessary Commodities Control Act (25/8/14). 
Victoria: Prices of Goods Act (9/9/14); Foodstuffs and Commodities Act 
(10/12/14). South Australia: Prices Regulation Act (13/8/14) ; Foodstuffs 
Commission Act (24/9/14). Western Australia: Control of Trade in War 
Time Act (8/8/14); Foodstuffs Commission Act. Queensland: Control of 
Trade Act (26/8/14). 

In Tasmania, the Control of the Necessaries of Life Bill and the Pood- 
stuffs Commission Bill were rejected by the Upper House. New Zealand 
passed the Regulation of Trade and Commerce Act. The New South 
Wales Act made provision for securing returns of stocks as well as for 
controlling prices. In Queensland there was no provision for obtaining 
returns, but the Meat Supply for Imperial Uses Act gave wide powers 
which could have been used to that end. 

On the general question of price-control in Australia, sec: H. L. 
Wilkinson — State Regulation of Prices in Australia (Melbourne, 1917)* 
T. R. Bavin and H. V. Evatt—“ Price-fixing in Australia during the War” 
(Journal of Comparative Legislation, Vol. 3, 1921, pp. 202-12). Supple- 
ments to the Manual of Emergency Legislation. 

For New Zealand, see: W. B. S\xtc\i-~Price-fixing in New Zealand. 

2 The Defence Acts in both Dominions conferred further powers not 
cognizable by courts of law. 

* Farcy v. Burvett, [191b] 21 C.L.R. 433. 
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fixing maximum selling prices for various commodities. Under 
this system, prices for a large number of articles were fixed. ^ 

In New Zealand, the Government had authority under the 
Customs Act, 1913, as extended by the Regulation of Trade and 
Commerce Act, 1914, to control the export trade and prices in 
the local market. No action was felt to be necessary, however, 
till the next year, and then special power was taken by the Cost 
of Living Act, 1915.^ This Act made provision for the establish- 
ment of a Board of Trade, the members of which were to be 
appointed by government and conduct such investigations as the 
Minister might determine. 

One of the objects which wartime control had in view was to 
prevent a rise in prices to export parity. So long as transport diffi- 
culties were acute and no assured external market was in view, 
there was little danger of a considerable increase except from 
causes independent of war. But when purchases began to be made 
by the Imperial Government imder conditions which gave no cer- 
tainty that export would be possible, very definite steps were 
taken in two instances, apart from the action of price-fixing 
tribunals, to keep local prices below those paid by the War Office 
and by the Food Controller. In Queensland, the State Govern- 
ment stipulated for supplies from the meatworks at prices below 
the export rates ; and both in Australia and New Zealand, the 
local price of butter was below the requisition price, except on 
rare occasions. In view of the transport difficulty, it might be 
thought that some commodities would have fallen seriously in 
value. Price-fixing, however, at times maintained some articles, 
e.g. wheat, at slightly above export parity.^ In New Zealand, 
a bread subsidy appeared before the war was over. 

* Vide Manual of Emergency Legislation, Second Supplement. 

* For the powers of the Australasian Governments generally during the 
war, see: J. Christie — Manual of War Legislation of New Zealand. Manual 
of Emergency Legislation — Commonwealth of Australia, and Supplements. 
A. B. Keith — War Government of the British Dominions. 

The Report of the Select Committee on the Cost of Living in New 
Zealand (1917) went so far as to recommend the appointment of a Food 
Controller. 

* Victoria: State Royal Commission on High Prices, No. 3 Report 
(16/12/19), p. 6. F'or variations in meat prices, see Inter-state Commission 
of Australia: Prices Investigation, No. 2 Report, Meat (3/10/17). Sydney 
prices, after allowing for freight, were as much as los. per 100 lb. above 
Brisbane, owing to the operation of Imperial purchase. 
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Apart from these measures of price control, governments 
engaged largely in trade. Owing to the drought of 1914-1915. 
action had to be taken in Australia to secure supplies of wheat 
and sugar; and some years later (1917), a Commonwealth butter 
pool had to be organized in order to provide for local needs. 
Once the policy of statutory control and government trading had 
been embarked upon, it was easy to continue and extend it and 
apply it later to wholly different conditions. The practices which 
governments felt impelled to adopt owing to the state of war, 
high prices in overseas markets, and the instability of production 
due to the vagaries of the weather, were often continued in force 
or resuscitated in the post-war years. 

In view of the wheat and fodder shortage. South Australia led 
off with a Grain and Fodder Act (assented to 12th November, 
1914). A Board, constituted under the Act, was given power to 
acquire grain and fodder. In its main features, this Act was the 
precursor of the New South Wales Wheat Acquisition Act (iith 
December, 1914),^ by which the Govemor-in-Coimcil was given 
power to declare by notice in the Gazette that any wheat therein 
described or referred to was acquired by His Majesty. All pre- 
existing contracts for the sale of wheat and flour were avoided and 
a Board constituted to dispose of wheat and flour on behalf of the 
government. The object of the Act was to prevent speculation, 
especially in view of the difficulty of chartering freight in order 
to bring supplies from abroad. The other States did not find such 
drastic action necessary, though they were compelled to make 
purchases abroad and to regulate local prices and supplies.^ 

In New Zealand, in August, 1914, the prospects that supplies 
of wheat within the Dominion would suffice until the next harvest 
were not encouraging and the Australiem drought increased the 
apprehension in the public mind. Prices of wheat rose and 

^ The N.S.W. Wheat Act was similar to the Queensland Meat Act. The 
validity of both Acts was afterwards contested. Vide Chapter II, Section 3. 

* W. Australia passed a Grain and Foodstuffs Act (22/1/15) in order to 
ensure supplies, and the Tasmanian Government, by the Wheat Appro- 
priation Act, 1915, was empowered to spend £95,000 in the purchase of 
wheat. The Commonwealth remitted the duty of is. 6d. per cental on 
imported wheat on 12/12/14. These measures to secure supplies should be 
distinguished from the series of Acts dealing with the bountiful harvest of 
1915-ib, when the problem was to ensure that difficulties attending 
exports would be equalized for every grower. 
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efforts to control them led to evasion. Some farmers were still 
holding wheat at the end of the year, but the government 
arranged for imports from Canada and Australia. Early in Jan- 
uary, 1915, maximum prices were fixed by Proclamation, the 
government shouldering a loss of about £100,000 on its purchases 
in an effort to keep prices down. 

By a Proclamation dated 30th June, 1915, all raw sugar the 
product of the 1915 crop of sugar cane was declared to be at the 
disposal of the Queensland Government. This Proclamation was 
anticipatory and was ratified by the Sugar Acquisition Act, 1915, 
passed by Parliament a week or two later.^ It had been preceded, 
on 26th June, by an agreement with the Federal Government 
which was to take over the raw sugar from the Queensland Govern- 
ment.® By an arrangement effected on i6th July,® the Common- 
wealth acquired from the Colonial Sugar Refining Co., which had 
almost complete control of the refineries, its purchases of Javan 
sugar and arranged for the refining of all sugar and its sale. 

The immediate post-war years produced a further crop of 
legislation for the regulation of prices.* Farmers and traders at 
last had the prospect of reaching more or less untrammelled 
those markets where prices had ruled tantalizingly high for a 
year or two. Though producers had been able to improve their 
returns from the local markets despite price-restricting laws, it 
was felt that this final soaring of values must in some measure be 
checked. The situation resembled somewhat that whieh had 
obtained in August, 1914. The most important consequence of 

^ It is not clear why legislation was necessary. Sect. 12 of the Meat 
Supply for Imperial Uses Act, 1914, which had been brought into operation 
on 2/2/15, provided that the Governor-in-Council might extend the Act 
by Proclamation to any foodstuffs, commodities, goods, chattels, livestock, 
etc. Meat was later ac(}uired by the C»overnment under the Sugar Act 
{Queensland Government Gazette, 9/ 12/ 15). The power given by the Act 
has been employed in the post-war years to acquire such things as seed 
cotton and sapphires, for the purpose of regulating their sale. 

* Queensland: Parliamentary Papers, 1915-16, Vol. II, p. 853. 

* Commonwealth Parliamentary Papers, 1914-17, Vol. V, p. 1065. 

* Queensland : Profiteering Prevention Act, 1920. The Act continues in 
force and schedules of maximum prices are regularly issued by the Com- 
missioner of Prices. New South Wales: Necessaiy Commodities Control 
Act, 1919; Profiteering Prevention Act, 1920. Victoria: Necessary Com- 
modities Control Act, 1919. South Australia: Prices Regulation Act, 
1919. Western Australia: Prices Regulation Acts, 1919 and 1920. Tas- 
mania took no action when Commonwealth control ceased. 
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this legislation was a judgment of the High Court arising out of 
the Queensland Profiteering Act.^ The Court held that the Act 
was unconstitutional. This judgment, in effect, rendered im- 
possible the fixing of prices by the individual States and had an 
important bearing upon later legislation relating to marketing 
control. The proceedings before the new price-regulating author- 
ities were amusing, rather than instructive ; yet they had much 
significance in view of the claims of producers in later years fo 
assured profits and to various forms of state assistance.*-* 

All these operations — price-fixing, government trading, con- 
trol of export, and the like — ^became inextricably interwoven, 
as the war progressed, with the various Imperial Government 
purchase schemes. But before these are discussed, it remains to 
notice the Australian wheat and sugar marketing organization. ^ 

3. The Commonwealth Wheat and Sugar Schemes 
If it be judged by the number of commissions of inquiry that 
were associated with it, the wheat-marketing scheme may be 
regarded as a classic example of the process of muddling through. 
Yet though mismanagement, misfeasance, and misfortime marred 
its operation, such a judgment would be too severe. In its con- 
ception, and for the most p^rt in its execution, the scheme was a 
statesmanlike measure designed to meet a desperate situation 
with which private enterprise was wholly unable to cope. The 
embarrassing bounteousness of the 1915-16 harvest was in sharp 
contrast to the dearth of the previous year, for Nature had 
seconded the exhortations of governments to a quite unexpected 
extent. When the wheat-shipping firms in New South Wales 
were approached for advice in dealing with the situation, they 
suggested that the ships which had already been secured by the 

^ W. & A. McArthur v. State of Queensland, [1920] 28 C.L.R. 530. 

® The Queensland Co-operative Dairy Companies' Association contended 
before the Commissioner of Prices in 1920 that the cost of production of 
butter was not less than 5s. per lb. After exhaustive inquiries, the Com- 
missioner estimated it at is. yd. in an average season (Queensland Parlia- 
mentary Papers, 1921, Vol. II, p. 1271 seq.). 

The doctrine came to be widely accepted by price tribunals and other 
commissions of inquiry that local costs of production should determine 
prices, even when considerable surpluses were sold abroad at world levels. 

® For the Federal Government’s commercial activities, see Parliamentary 
Papers, 1917-19, Vol. V, p. 973 ; P- 985. 
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Federal Government should be handed over to them. When they 
had sold the quantity of wheat the vessels could carry, an equal 
amount of grain would be purchased from the farmers.^ The 
wheat merchants would thus have operated in a buyers* market 
in Australia and in a sellers’ market abroad, a combination of 
circiunstances likely to yield a maximum of private profit for a 
minimum of public service. 

•The essential features of the scheme evolved at a conference 
of Federal and State representatives were as follows — 

(i) The Commonwealth and the respective State Governments 
to control the receiving, financing, shipping, and marketing of the 
whole of the wheat crop of the wheat-exporting States in excess 
of food and seed requirements. 

(ii) The State Governments to co-operate with the various 
interests in carrying out the details under (i) above. A Wheat 
Board or Wheat Commission, whose powers were in some cases 
merely advisory, in others executive, was appointed in each 
State for the purpose. 

(iii) The duties of the wheat agents to be defined by binding 
agreements entered into with them. 

(iv) A London Board, consisting of the High Commissioner 
and the Agents-General to arrange sales in consultation with the 
London representatives of the principal Australian wheat-ship- 
ping firms, these to receive the customary remuneration. 

(v) Arrangements to be made with the banks for advances to 
growers on wheat delivered to the State pools. The liability was 
distributed among the banks on the basis of the proportion of the 
wheat crops hitherto financed by them, interest on advances 
being 5 per cent. The Commonwealth and State Governments 
guaranteed these advances. 

The legal provision that was made for the operation of the 
wheat scheme was defective at many points. The scheme as a 
whole was neither authorized nor ratified by Federal enactment, 
nor even administered by regulations under the War Precautions 
Act. The Commonwealth Freight Arrangements Acts (1915 and 
1917) gave the Treasurer authority to charter ships, but nothing 

^ See Report of the N.S.W. Department of Agriculture, 1915-16, 
p. 28 seq. 
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more. Victoria and Western Australia were the only States in 
which effective statutory provision was madc.^ 

The South Australian Act did not purport to ratify the wheat 
scheme, being concerned rather with the regulation of local trade 
than with export.^ It is true that New South Wales had the 
Wheat Acquisition Act of 1914, but that Act had in contempla- 
tion an emergency of a wholly different character, and was not 
applicable to the new circumstances. Though the Commonwealth 
could claim to be exercising the royal prerogative as to war, that 
plea was not available to an individual State that had not legis- 
lated, as the government of New South Wales found to its cost.® 

As may be imagined, the creation of the necessary administra- 
tive machinery was no light task and was rendered somewhat 
more difficult by the feeling that the control of the trade would 
be but temporary, perhaps for one season only. Mismanagement 
resulted in some cases from the appointment of officials without 
commercial experience. Thieving from the country wheat stacks 
was not unknown, and dubious transactions relating to the supply 
of twine and comsacks and to the sale of damaged grain were 
afterwards brought to light. In some cases, even, there was 
no authority for the appointment of officials nor for the audit of 
accounts.^ It must be confessed that the wheat-marketing 
scheme gave little satisfaction to growers, as was evidenced by 
a continuous decline in acreage from about 12 J millions in 1915- 
1916 to about millions in 1919-20. Without it, however, the 
industry would undoubtedly have been ruined. 

The causes of the dissatisfaction were in the main beyond the 
power of governments to remove. Under the circumstances, the 

^Victoria: Wheat Marketing Acts, 1915-1919. Western Australia: 
Wheat Marketing Acts, 1916-1920. 

* South Australia: Wheat Harvest (1915-16) Act, extended to 1919. 
See also S. Australia, Proceedings of Parliament and Papers, 1918, Vol. II, 
Paper No. 33. First Progress Report of the Royal Commission on the 
Acquisition and Disposal of Wheat, p. vii. 

* The legal position with respect to the administration of the wheat 
scheme in N.S.W. is fully considered in Joseph v. Colonial Treasurer of 
N.S.W., [1918] 25 C.L.R.32. In 1919, the N.S.W. Attorney-General ad- 
mitted that his State had carried on the scheme without authority (Common- 
wealth Parliamentary Papers, 1917-19, Vol. IV, Paper No. 142, p. 52). 

* Weevil and theft together accounted for the disappearance of 52,000 
bags of wheat from the Enfield Depot (N.S.W.: Report of Royal Com- 
mission on the State Wheat Office, 1920, p. 17). 
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accumulation of stocks was inevitable and likewise loss from 
deterioration. Country storage in Australia is inadequate, the 
stacking of bagged grain in the open being widely resorted to at 
railway sidings. In normal times the wheat is removed before 
damage is likely to be done, but during the war appreciable loss 
ensued. Storage accommodation and material to protect the 
stacks had to be provided at considerable expense in every State 
concerned. Damage by flood waters, by a plague of mice in 1917, 
and by weevil involved much loss, yet it was not really great in 
relation to the total quantity. 

The delay in making the second and subsequent advances on 
wheat, a feature which still militates to some extent against the 
success of the surviving pools, was the other chief source of com- 
plaint. On delivery, a certificate as to quantity and quality was 
issued to the grower, enabling him to secure the amount of the 
first advance from the bank. The certificates were transferable, 
were dealt in by speculators, and were even quoted on the Stock 
Exchange. Payments on the 1915-16 harvest were not substan- 
tially completed until 1918 and the final accounts of the Austra- 
lian Wheat Board were not available until December, 1923, the 
last of the claims being met in 1924. 

After the termination of hostilities, the compulsory pool was 
continued during the 1920-21 season under new statutory pro- 
visions.^ The shortage of freight was still felt to be acute enough 
to make it dangerous to leave the handling of the crop to private 
traders. The distinctive feature of the 1920-21 pool was a guar- 
antee by the Commonwealth Government of a return of 5s. per 
bushel. New South Wales, where the harvest had failed the 
previous year, gave a supplementary guarantee of 2s. 6d. per 
bushel. Since that time the guaranteeing of prices or of bank 
advances has been common. Its dangers were illustrated by a 
demand for the Commonwealth guarantee from an unexpected 
quarter. Rising prices had resulted in a record crop in Queens- 
land. That State, though it had never participated in the Federal 

^ N.S.W. : Wheat Marketing Act, 1920. S. Australia: Wheat Marketing 
and Transportation Act, 1920. Victoria: Wheat Marketing and Trans- 
portation Act, 1920. W. Australia extended (1921) the operation of its 
Wheat Marketing Act. Queensland : Wheat Pool Act, 1920. 

For statistics relating to the wheat scheme, see following page. 



AUSTRALIAN WHEAT SCHEME: SUMMARY OF TRANSACTIONS 

(Sources: Commonwealth Year Book, 1922; Australian Wheat 
Board Accounts; Report of Commonwealth Auditor-General 
1923-24) 

I. Wheat Pooled in Each State, 1915-16 to 1920-21 
(1000 Bushels) 


State 

1915-16 

1916-17 

1917-18 

1918-19 

1919-20 

1920-21 

N.S.W. . 
Victoria. 

S. Australia . 
W. Australia . 
Total 

58,186 

59.177 

29,890 

14,929 

162,182 

32,042 

50.407 

42,006 

13.822 

138.277 

33.714 

36.233 

25,876 

7.529 

103,352 

13.892 

23,029 

20.475 

7,624 

65,020 

461 

12.349 

12,694 

9.707 

35.211 

51.417 

38.953 

32.256 

10,740 

133.366 

II. Total Value of Pooled Wheat Sold in 
(^ looo) 

Each State 

Particulars 

N.S.W. 

Vic. 

S.A. 

W.A. 

Total 

Oversea Shipments and 
Australian Wheat Board 
Flour Contracts . 

Local Sales . 

Total 

30.733 

23,982 

54.7*5 

44,029 

21,270 

65.299 

38.788 

8.351 

47.139 

14.171 

6,589 

20,760 

127,721 

60,192 

187.913 


III. Australian Wheat Board— Final Accounts 
lOTH December, 1923 


(a) Quantities Shipped and Export Realizations 


Season 

Out-turn 

Amount 

Average per Bushel 

1915- 16 

1916- 17 

1917- 18 

1918- 19 

1919- 20 

1920- 21 
Total 

Bushels 

133.759.423 

82,770,880 

63,542,667 

42.509.767 

20,496,660 

113,182,410 

456,261,807 

L 

32,457.403 

21,278,608 

19.423.746 

13,125,116 

io.435.37<> 

43.941.314 

140,661,563 

4/10-2^ 

5/1.698 

N.S.W. 5/11-191. Other 6/2-006 
N.S.W. ‘5/11-451. Other 6/2-161 
10/2- 19 

7/9-176 


(b) Net Returns to Growers per Bushel 


Season 

Vic. 

N.S.W. 

S.A. 

W.A. 

(iross Price of 
British Wheat 

1915- 16 

1916- 17 

1917- 18 

1918- 19 

1919- 20 

1920- 21 

4/10-64 

4/4*65 

5/2-96 

5/6-61 

8/1-88 

7/8-81 

4/10 

3/3 

4/9-08 

5/1-09 

8/4-22 

7/6 

4/7-5 

3/3 

4/9 

5/4 

9/1 

7/4 

4/7-819 

4/3 

4/10-26 

5 / 7*81 

9/6-44 

7 / 9*59 

1915 . 6/7 

1916 . 7/3i 

1917 • 9 / 5 i 

1918 . 9/1 

1919 . 9/1 

1920 . lo/i 
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scheme, formed a compulsory pool of its own and claimed the 
guarantee, from which it could not constitutionally be excluded. 
After 1921, Queensland and Western Australia continued their 
compulsory pools, the latter till the 1921-22 season, and in New 
South Wales, Victoria, and South Australia voluntary pools were 
organized. Apart from this development, the wartime scheme 
had given producers* co-operatives an opportunity to demand a 
share in the trade as buying agents and merchants. This work 
they continue to perform, especially in Victoria and Western 
Australia, alongside the private traders. There was no crisis 
after the war in regard to the disposal of wheat. The industry 
had, in fact, faced its greatest dangers during the war; and, 
in any case, the world market for wheat had continued to 
function all along, so that trading had not been on an artificial 
basis. 

The regulation of the sugar industry was a question of purely 
domestic concern to Australia. The initial steps, already con- 
sidered, were taken in view of a shortage resulting from drought 
in 1915. After that year, the Commonwealth Government was 
as much concerned to keep local prices below world parity as to 
ensure adequate supplies. The new regime led to the setting up 
of elaborate machinery in Queensland for the regulation of the 
industry.^ A Central Sugar Cane Prices Board and a Local Board 
for each mill were constituted. The Local Boards were given 
power to make awards determining the price to be paid to growers 
for cane, and growers and millers were given the right of appeal 
to the Central Board. It was further provided that if the labour 
conditions were unsatisfactory to the Minister, the award price 
for cane might be reduced.^ 

^ By the Regulation of Sugar Cane Prices Act. 1915. Prior legislation 
(e.g. Sugar Growers Act and Sugar Growers’ Employees Act, both of 
1913) did not involve complete regulation. See also the Sugar Cane 
Prices Acts, 1922, 1931. 1932. The administrative difficulties are con- 
siderable, especially as regards the area from which each mill is to draw 
its supply of cane. 

• Cf. Second Report of the Royal Cx)mmission on the Sugar Supply, 
1921 (CiTid. 1300), p. 9: "One aspect of state control that has been 
specially impressed on us is the difficulty of fixing limits to it, once it is 
introduced. It cannot be limited to one branch only of a trade, say to 
import alone, and not to distribution ; otherwise any advantage gained in 
the controlled branch is apt to be appropriated by the traders in other 
branches instead of redounding to the profit of the community at large." 
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The agreement between the Commonwealth and Queensland 
Governments for the purchase of raw sugar was renewed from 
time to time down to Jimc, 1923, when the former expressed its 
unwillingness to continue the arrangement. The retail price was 
fixed at 3d. per lb. in 1915, raised to 3jd. in January, 1916, and 
eventually to 6d. on 25th March, 1920. The last increase was 
intended to recoup the Commonwealth Government for losses 
which had been accumulating since 1918. The loss in that year 
was wholly due to cyclone damage, which cost the sugar control 
£206,847. The net loss to 31st March, 1922, was £302,138, the 
yearly accounts showing the following results — 


Season 

Profits 

Losses 


£ s. d . 

£ d . 

1915 

I 4»274 3 4 


1916 

529,220 12 6 


1917 

29,686 18 9 


1918 


174.978 7 9 

1919 


863,723 16 6 

1920 


951.492 15 fi 

1921 

1.114,875 5 3 


Totals . 

;fi,688,056 19 10 

/i, 990, 194 19 9 


Throughout the above period, the Australian crops furnished 
74*8 per cent of the sugar requirements, but except in two seasons 
importation was necessary every year, as under — 


Season 

Imports 

Australian Crop 

Total Tonnage 

1915 

123,133 

137.749 

260,882 

1916 

73.981 

173,200 

247,181 

1917 

— 

293.302 

293.302 

1918 

57.038 

186,913 

243.951 

1919 

116,855 

154.002 

270,857 

1920 

104,940 

175.258 

280,198 

1921 

— 

292,420 

292,420 

Totals . 

475.947 

1,412,844 

1,888,791 


3— (C.219) 
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The gains to consumers during the period were considerable, as 
may be judged from the following comparison of local and import 
prices for raw sugar — ^ 


Year 

Average landed Cost per 
Ton Imported Sugar 

Average Price per Ton Paid 
for Australian Sugar 


i s. A. 

i i- 

1915 

25 16 5 

19 9 4 

1916 

26 I 0 

20 6 4 

1917 

— 

22 16 10 

1918 

24 4 0 

23 9 3 

1919 

44 6 2 

23 8 0 

1920 

60 19 6 

33 9 9 

1921 


33 12 I 


These gains, however, may appear to have been hardly worth 
while in view of the fact that the continuation of the system of 
control has led to Australian prices in recent years being con- 
siderably above world levels. 

4. Purchases by the Imperial Government 

Introductory. The objects which the system of bulk purchase 
by the British Government had in view became increasingly 
complex as the war progressed. At first, as with meat, the aim 
was simply to secure supplies for military purposes. Later, the 
needs of the civil population had to be provided for. Even when 
transport had become a difficulty, the British Government con- 
tinued its purchases, partly on account of subsisting contracts, 
partly in the hope of being able to relieve its pressing needs, and 
partly upon grounds of political expediency. Having withdrawn 
for service elsewhere a large number of insulated vessels regu- 
larly in the Australian and New Zealand trade, it could not very 
well allow production in these Dominions to wither away in 
consequence. Indeed, had it done so, the food shortage in Great 
Britain might have remained acute in the post-war years. 

Although buying by the Imperial Government was resorted to 
early in the war, operations were during the first year or two on 

^ All the figures for sugar are taken from the Sugar Control Accounts, 
Commonwealth Parliamentary Papers, 1922, Vol. II, Paper 69. 
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a minor scale and of a somewhat tentative character.^ British 
trade with South America had been disorganized on the outbreak 
of war and in response to the representations of the Imperial 
authorities, Queensland passed a Meat Supply for Imperial Uses 
Act (i2th August, 1914). The statute declared that “all stock and 
meat in any place in Queensland are and have become and shall 
remain subject to this Act and shall be held for the purpose of 
and shall be kept for the disposal of H.M. Imperial Government 
in aid of the supplies for H.M. Armies in the present war.“ It was 
further provided (Sect. 12) that the Act might be extended to 
other commodities ; and all title and property of the owners of 
stock and meat was to be changed into a right to receive payment 
therefor. The Act was not, however, put immediately into opera- 
tion. The meat purchases in 1914, mainly from Queensland, were 
conducted very much on the lines of ordinary trading operations. 
The Agent-General for Queensland acted as a link between the 
meatworks and the British Board of Trade. In September, the 
Premier of Queensland arranged with a South Brisbane freezing- 
works to purchase and treat cattle and sheep for shipment to the 
Imperial Government through the Agent-General. 2 The repre- 
sentatives of the Australasian Dominions in London were also 
active in arranging sales of other produce to the War Office. The 
difficulties in the way of ordinary trading made these direct sales 
highly convenient to producers. Exporters generally began to 
realize that a new customer was in the market and the British 
authorities were frequently asked to entertain offers. It must be 
borne in mind, therefore, that all the inquiries did not come from 
the British end. 

In March, 1915, purchases by the Imperial Government began 
in earnest and gradually embraced almost every commodity 
entering regularly into the export trade. In the previous month, 
the British Government had cabled to the Australian and New 
Zealand Governments stating that in view of the largely in- 
creased demands .of the army and of the French Government 

^ It is not correct to state that the whole output of meat had been 
bought by the British Board of Trade as early as October, 1914 (Lloyd — 
Experiments in State Control, p. 200). Nor is it true that the price for 
meat was never varied throughout the war (ibid., p. 295). 

* Queensland: Report of Auditor-General, 1914-15, p. 27. 
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considerable purchases of meat would have to be made. It was 
also desired to keep down the price in Britain of the surplus not 
required for military purposes. Queensland was requested to put 
the Meat Supply Act into force and New South Wales enacted 
similar legislation. The other States and New Zealand did not 
think statutory powers necessary. New Zealand did, indeed, 
establish a new state department to deal with Imperial supplies.^ 
The method generally adopted in arranging sales was to call a 
conference of the producing and trading interests under the aegis 
of government and there settle the details of the bargain. These 
meetings, it is suggested, had a greater significance than might be 
thought. For one thing, the proceedings revealed that even with 
export rigidly controlled and the appeal to patriotic feeling, 
agreement and unanimity were not to be secured as a matter of 
course.2 It is true that, as the war progressed and new bargains 
had to be struck and contracts extended to a growing list of com- 
modities, arrangements tended to be more easily effected.^ But 
this was due, in the main, to improvements in some of the terms 
of sale and to the haunting spectre of the freight shortage. The 
excited exchange of telegrams between governments and the 
vehemence with which certain producers and traders at times 
expressed themselves are things to ponder when suggestions for 
mass-trading are being so freely made. One other aspect of these 
conferences is of interest. It was a novel experience to find 
representatives of diverse sections of the various trades met 
together, and these contacts were not without significance for 
the export control movement after the war. 

When the scale of buying was extended to cover the whole 

^ Tho Imperial Meat Supply Department, afterwards the Department 
of Imperial Government Supplies, which was a model of efficiency. It 
continued in being till the last of the contracts terminated, undertook 
the provisioning of military camps in New Zealand, and administered the 
scheme under which local butter prices were kept below export parity. 

* See N.Z. Parliamentary Papers, 1922 — H 386, for an account of the 
negotiations regarding wool. 

* Breach of agreement was rare, but not unknown, e.g. one Victorian 
firm of exporters failed to fill the insulated space allotted to it for May, 
1915, in anticipation of higher prices in June. When the State Government, 
in the first week of June, prohibited export on account of local shortage, 
another exporter shipped meat in defiance of the Order (Report of Royal 
Commission to Inquire into . . . Supply of Frozen Meat to H.M. Imperial 
Government — Victoria: Parliamentary Papers, 1915, Vol. Ill, p. 9). 
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export surplus of each commodity, the arrangements which had 
been arrived at informally were generally confirmed by proclama- 
tion and administered by regulations. There were no insuperable 
difficulties of organization and administration. The fitting of 
grades and qualities of meat and wool to a standard schedule was 
a knotty problem, but not beyond the capacity of the experts. 
The operations under each contract will now be briefly reviewed 
in order to shed light on the problems encountered.^ 

The Meat Purchases. Though all the Australasian Dominions, 
except Tasmania, participated in the sales to the British Govern- 
ment, Queensland and New Zealand were the principal sources 
of supply. For a great part of each season, indeed, exporters were 
unable to operate in Australia (except in Queensland), as local 
prices were too high. ^ Rising costs had contributed to this 
increase, but initially it was due to the fact that losses of stock 
in the 1914-15 drought were equal to more than twelve months’ 
meat supply for Australia. The strict control of the meat industry 
in Queensland also contributed to the rise. Despite the tendency 
for export to be restricted, the prices offered by the Imperial 
Government were regarded as quite satisfactory. Graziers, 
indeed, looked upon the contract as a guarantee for two or three 
seasons and as a welcome stabilizing influence. The Government 
of Queensland was able to stipulate for supplies of meat® from the 
freezing-works at prices below the export level, but retailers and 
consumers in the eastern States frequently complained that the 
position was reversed. An upward revision of prices was effected 
in New Zealand on 20th October, 1916, and from then on until 

^ An excellent account of the New Zealand purchases is given in the 
annual reports of the Department of Imperial Government Supplies. For 
Australia, information is scattered widely through Federal and State 
Parliamentary Papers, and a complete statistical account cannot be 
formulated from the published information. 

* Inter-State Commission of Australia: Prices Investigation, No. 2 
Report, 3/10/17; No. 4 Report, 20/12/17; No. 7 Report, 14/5/18. In the 
last Report, the Commission found that the grazing industry had never 
been so prosperous, especially for the small farmer. Prices of meat for 
home consumption in New South Wales, Victoria, Tasmania, and S. 
Australia were about 100 per cent, and Imperial contract prices (after 
deducting |d. per lb. for freezing) about 65 per cent higher than in 1913, 
when the available supplies were about the same. 

* For the butchers* shops operated by the State only. For the 
initiation of the meat purchases from New Zealand, see N.Z. Gazette 
Extraordinary, No. 32, 3/3/15. 
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the Australasian contracts terminated in 1920 no change was 
made. Initially the terms of payment were for cash against 
shipping documents. It was not till 1918 that the Imperial 
Government arranged to make advance payments on meat in 
store and defray the cost of storage after the first month or so. 
Producers, in the face of accumulation, had begun to demand 
that the meat should be bought '"on the hooks, " but they had an 
exasperating wait before their demands were conceded.^ The 
treatment of meat surplus to army requirements was also a 
source of dissatisfaction. In the earlier period of the contract, 
exporters were allowed to **tag'' carcasses (principally lamb and 
mutton), and these were passed on to agents in London nomin- 
ated by them and thence distributed to the trade. This arrange- 
ment was made in order to enable certain firms to maintain their 
connexion. In New Zealand it was claimed that it led to unecono- 
mically high bids for stock by firms who had a trade connexion 
in London and who received a rebate of selling commission from 
their agents. It was claimed further that the system facilitated 
the operations of '*the meat trust, and that retailers in England 
were enabled to pay more for Argentine meat owing to the cheap- 
ness of the New Zealand surplus passed on to them by the Board 
of Trade.* All these objections were eliminated by the thorough- 
going control of trade and prices that followed the advent of the 
Ministry of Food. 

Dairy Produce Purchases.* These began, characteristically, 
with the Board of Trade negotiating on behalf of the War Office 
for one-third of the export surplus of New Zealand cheese in the 
1915-16 season. This contract was in force from October, 1915, 
till October, 1916. For the 1916-17 season, the whole export 
surplus was requisitioned, though the arrangements were not 

^ Congestion at the meatworks and the consequent necessity for keeping 
the sheep and lambs in the flocks were made more tolerable by the remuner- 
ative prices for wool. Storage space for wool was less difficult to come by. 

* See N.Z. Parliamentary Papers, 1916, H-28 (Particulars of Sale and 
Disposal in Great Britain of Imperial Meat Purchases) ; 1917, I-7 (Report 
of Meat Export Trade Committee). A recommendation for post-war 
control, in collaboration with the British Government, was brought forward 
in this committee. 

* Some account of these is given in H. F. Rankin — Imbucase : The Story 
of the Butter and Cheese Import Committee of the Ministry of Food, Edin- 
burgh, 1922. See also N.Z. Gazette, 16/1/17, 5/2/17. 
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finalized until January, 1917. Queensland also participated, 
beginning with offers by the Queensland Cheese Manufacturers* 
Association^ as early as 9th August, 1916. The Brisbane Butter 
and Cheese Shippers* Committee also made an offer at the end of 
December, but by that time the British Government had decided 
to commandeer all surplus Australian cheese. The Australian 
price was Jd. per lb. below that for New Zealand, with a proviso 
that if the quality were found equal on arrival, an adjustment 
would be made .2 In 1915-16, the terms of payment were cash on 
shipment. The next season, provision was made for advances up 
to 90 per cent after the cheese had been in store twenty-eight 
days, or full payment if it were shipped before that time. 
Makers who managed to secure early shipment thus gained a 
double advantage : they received early payment in full and loss 
of weight through shrinkage was less. The purchases were 
extended from season to season until 1919-20, when they ceased.^ 
The great bulk of the supplies was obtained from New Zealand, 
where production continued to increase throughout the period. 
The Australian quota was never very considerable, the total 
supply in the 1917-18 season being worth £274,382, as against 
£5,024,020 in the case of New Zealand. In both Dominions, the 
price paid was sufficient to stimulate a considerable increase in 
production. For the first time in history, for example. New 
South Wales exported a considerable quantity. 

The butter purchase was on a somewhat different footing from 
the rest in that it was effected to meet civilian, and not military, 
requirements. Like the wool scheme, it was thorough-going from 
the start and embraced the whole exportable surplus. Beginning 
with the 1917-18 season, it was extended ultimately until 31st 
March, 1921. In Australia, apart from price-fixing, strict control 
of the butter industry had been necessitated by drought before 
the 1916-17 season closed. It is possible to trace back to this 
small beginning the complex organization for regulating the trade 

^ The quantity offered was 400,000 lb. monthly. One of the problems 
confronting the Board of Trade in handling Queensland cheese was the 
lack of standardization of size. 

2 This was afterwards done. The experts of the Departments of Agri- 
culture supervised the shipments on behalf of the Imperial Government 
and ensured that the conditions were adhered to. 

» See N,Z. Gazette, 4/2/18, for working arrangement. 
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in butter which has developed in the Commonwealth in recent 
years. Remunerative prices overseas had stimulated export in 
the spring of 1916, and when dry weather supervened, a shortage 
of winter supplies appeared imminent. Accordingly, a winter 
butter pool was organized by the Federal Government.^ In each 
exporting State, a Butter Advisory Committee had been previ- 
ously set up to apportion the remunerative export trade among 
manufacturers. These Committees sent representatives to the 
Commonwealth Winter Butter Pool Committee, whose function 
it was to ensure an adequate supply during the ensuing winter. 
Every manufacturer was required to contribute to the pool such 
quantity of butter as the Committee deemed necessary, the price^ 
being fixed by the regulations cited and existing contracts of sale 
being voidable on the Committee’s recommendation. The same 
difficulty with respect to the disparity between local and export 
prices had arisen in New Zealand before government buying began. 
It was estimated that, down to October, 1916, factories supplying 
the local market had done so at a disadvantage of from Jd. to if d. 
per lb .3 A maximum local price of 149s. 4d. per cwt. was therefore 
proclaimed and export prohibited save under licence. Licences 
were granted only if a levy of |d. per lb. of butterfat had been 
paid, the proceeds of which were used to compensate local sellers.^ 
The contract for the 1917-18 season provided that 50 per cent 
of the profits from re-sale by the Imperial Government should be 
returned to the producers.® In Australia this provision did not 
lead to any complications, for the State Advisory Committees 
continued to function and to apportion the more and the less 
remunerative trade. But in New Zealand, despite the levy, 
factories threatened to cut off local supplies. In consequence, it 
was agreed, with three dissentients, to pay the share of profits, 
5^307,997 in all, into an equalization fund for the benefit of the 


^Commonwealth Statutory Rules, 1917, No. 99: War Precautions 
(Winter Butter Pool) Regulations of 30/4/17. The winter butter pools 
continued until 1920. 

* 149s. 4d. per cwt. The average London price for the year ended 
30/6/17 was 197s. lod. per cwt. 

* N.Z. Journal of Agriculture, November, 1916. 

* N.Z. Gazette, 13/10/16. 

* For the working arrangements under each contract, see N.Z. Gazette, 
4/2/18; 19/3/19: 4/1 ^/-2o. 
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local trade. Provision for the establishment of such a fund was 
included in the terms of purchase for 1918-19, but from then on 
the government assumed the liability of equalizing returns by a 
direct subsidy out of revenue.^ Meanwhile, in the Common- 
wealth, further winter butter pool regulations were made, giving 
official status to the State Advisory Committees; and, later in 
the year, a Commonwealth Dairy Produce Pool Committee was 
constituted to control the local and export trade.^ 

The prices paid by the Imperial Government did not serve to 
stimulate production in either Dominion, even though advances 
of 90 per cent were made after butter was in store twenty-eight 
days and storage in excess of three months was paid. It is true 
that production in Australia is dependent upon the vagaries of the 
weather,^ but the decline in the supplies from New Zealand is 
significant.^ The desperate shortage and the strong position of 
producers caused the Ministry of Food to run to the other extreme 
and offer extravagantly remunerative prices for the 1919-20 con- 
tract.® The reactions upon land values in Australia and New 
Zealand were incalculable and have had much to do with the 
difficulty of economic readjustments since 1921.® 

Purchase of Sundries. These concerned in the main jams, 
canned fruits, dried fruits, condensed milk, frozen rabbits, and 
preserved meats. Of the large purchase of Australian rabbits in 
1917, amounting to over one million crates (15 million pairs) and 
valued at about £1,275,000, a considerable proportion served 
ultimately as fertilizer, and not as food. Sales of jam exceeded 30 
million tins, and Tasmanian apple-growers, who suffered severely 

1 N.Z. Appropriation Act, 1919, Sect. 16; Appropriation Act, 1920, 
Sect 12. 

* Commonwealth Statutory Rules, 1918: No. 79, Winter Butter Pool 
Regulations; No. 278. Dairy Produce Pool Regulations. The last-named 
regulations were continued in force by the Commercial Activities Act, 
1919. By the Butter Agreement Act, 1920, statutory authority to control 
exports up to 31/3/21 was conferred upon the Commonwealth Dairy 
Produce Pool Committee. 

® In the 1919-20 season, on account of drought, the Australian price 
rose above the Imperial contract price, first to 220s., then to 228s. 4d., 

as against 175s. , o • 

* 724,695 boxes in 1917-18; 667,227 in 1918-19; and 553»p7^ 1919 20. 

® 280s. per cwt. for N. Zealand and 274s. for Australian, as against 

181S. and 175s. respectively for the two previous seasons. 

* N. Zealand shipments under the 1920-21 contract (part season) were 
1,202,717 boxes, 
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from the lack of insulated tonnage, were assisted by the sale of 
500 tons of evaporated fruit to the Imperial Government in 1918. 
These minor operations evidence the wide ramifications of the 
bulk purchase schemes. In later years, they contributed not a 
little to the belief that in times of economic, as distinct from 
military crisis, governments could and should afford relief to 
producers. But for this legacy of war it is unlikely, for example, 
that the Commonwealth would have been led to embark upon the 
costly fruit-pooling schemes of the early post-war years. 

Sales by the Australian Wheat Board to the British Wheat 
Commission. These transactions take rank as the most consider- 
able in the history of the grain trade. The Commonwealth wheat 
scheme was not initiated with the object of effecting sales to 
governments abroad, yet it is evident that without such an outlet 
the growers would have been ruined. Here again what was 
wanted was a buyer who would pay for the purchases even though 
they remained beyond the reach of the consumers. The Austra- 
lian Wheat Board had a selling agency in London, but overseas 
disposals did not make much impression upon the unprecedented 
harvest. In September, 1916, it was estimated that about 
million tons of old-crop wheat remained unsold in Australia. 
About this time, the British Wheat Commission, which acted as 
agent for the Allied Wheat Executive, was of the opinion that, 
despite their remoteness, Australian supplies were both assured 
and reasonably priced. However, the growing scarcity of tonnage 
threatened to cut off this wheat, for more than sixty vessels had 
to be diverted in January, 1917, from the Australian trade to the 
North Atlantic. But before the freight situation became acute, 
the Wheat Commission had begun its purchases. By a contract 
dated 3rd October, 1916, it bought 500,000 tons at 4s. per bushel 
f.o.b., payment of £3,700,000 being made on 29th January and 
of the balance, £33,328, on 7th July. Under this contract, losses 
due to weevil were for the account of the Australian Wheat 
Board, but this provision was modified at the end of the year, 
when the Wheat Executive agreed to bear all losses due to 
deterioration of grain allocated to its contracts. Negotiations for 
the purchase of a further 3,000,000 tons of wheat were completed 
in December, 1916, the contract being signed on 27th April, 1917. 
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The price was 4s. Qd. per bushel, and the total amount involved 
;f26,6oo,ooo. Payment was made as to £18,000,000 by quarterly 
instalments of £2,000,000 from ist February, 1917, and as to the 
balance, by weekly instalments of £1,000,000 from ist September, 
1917. About half the quantity went ultimately to the French 
and Italian Governments. The bulk remained for long unshipped^ 
and serious difficulties arose in connexion with damage to the 
grain. The final contract, which was entirely for British account, 
was entered into on 3rd July, 1919. Under it ij million tons 
were bought at 5s. 6d. per bushel, the total commitment being 
£15,400,000. When possible, the Australian Wheat Board 
effected sales on c.i.f. terms through its agency in London, and 
smaller purchases were made in this way by the British Wheat 
Commission, the French Government, and others. The Board 
also arranged for the gristing locally of large quantities of wheat, 
chiefly on behalf of the Wheat Commission. Local milling had 
many advantages, apart from the direct benefit to the industry. 
It saved freight space, diminished the risk of deterioration, and 
furnished large quantities of feeding offals. Considerable amounts 
of wheat were made available to neutrals, and in 1918, when 
shortage threatened owing to heavy exports from the United 
States to Europe, some 125,000 tons were dispatched to that 
country. The Government of India was also a purchaser, taking 
40,000 tons in 1919 through the Wheat Commission. 

The Wool Purchase Scheme. It is appropriate to consider at 
this point the legal status of the various bulk purchase schemes, 
for it is discussed in a judgment of the High Court of Australia on 
a claim under the wool scheme.^ The Court held inter alia (i) that 
no contractual relation was created between the Commonwealth 
Government and the suppliers of wool whereby that Government 
became either the purchaser of the wool or the agent of the suppliers 
in respect of it ; (ii) that the Commonwealth Government did not 
either requisition the wool or compulsorily acquire it for the pur- 
poses of the war ; (iii) that the arrangement between the Imperial 

^ At the end of 1917, about 2,385,000 tons; June, 1919, 750,000 tons. 

* John Cooke Co. Pty. Ltd. and Field v. The Commonwealth and the 
Central Wool Committee, [1921-22] C.L.R. 394. The judgment traverses 
the whole wool scheme. The view taken by the High Court was confirmed 
by the Privy Council. 
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Government and the Commonwealth Government to acquire the 
wool clip was one of a political nature, not cognizable by courts of 
law, creating no legal rights or duties, and depending entirely for 
its performance upon the constitutional relationship between 
those governments and their good faith towards each other ; (iv) 
that no enforceable contract of purchase and sale existed between 
the Imperial Government and the suppliers of wool. As the other 
purchases were on a similar footing, it is reasonable to assume 
that their legal status was of a like nature.^ 

The British Government had at first proposed to purchase only 
crossbred wools, as being suitable for military requirements, but 
the Commonwealth Government was unable to consent to this 
course, as the great bulk of the Australian clip would have been 
left to take its chance of freight space and markets and discrimi- 
nation between growers would have resulted. Eventually it was 
agreed to purchase the whole of the Australasian surplus at a 
price 55 per cent in advance of that ruling in 1913-14.2 This 
worked out at an average of 15 |d. per lb. of greasy wool. It was 
objected in New Zealand that the basis year was not an equitable 
one, because values of coarse wool had ruled low then as compared 
with finer wools. However, the circumstances would not allow of 
consideration being given to such matters. Negotiations were 
not completed until part of the 1916-17 clips had been disposed of 
at auction, but the British Government requisitioned this wool 

^ The courts have taken a different view of the relations between the 
individual States and the producers within their borders. It was held in 
Weldon v. Smith, [1924] A.C. 484, that a contractual relation existed 
between the Government of S, Australia and the wheat-growers, and a 
claim by the latter for damages on account of the Government’s negligence 
was upheld. Under the S. Australian Wheat Harvest Acts, the grower 
signed an agreement agreeing that in consideration of the Government’s 
receiving and marketing the wheat on his behalf, he would accept the 
conditions and actions of the Government unreservedly in relation thereto. 
The Privy Council held that statutory powers, when exercised at all, must 
be exercised with due care. (C/. Robinson v. S. Australia, [1929] A.C. 469.) 
In The Crown v. McNeil, [1927] A.C. 380, the W. Australian Government, 
as smelter, was held liable for interest on overdue payments to suppliers 
of ore. See also Joseph v. Colonial Treasurer of N.S.W., [1918] 25 C.L.R. 
32, in which the Court refused to allow the State to plead the royal preroga- 
tive as to war in order to escape the consequences of its acts, the prerogative 
being exercisable only by the Governor-General of the Commonwealth. 

• The average price of the Australian clip for several seasons prior to 
the war was from 9id. to 9id. per lb. of greasy wool. The contract price 
was about 10 per cent below the current market price. 
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on its arrival on the basis of the price agreed upon.^ It was pro- 
vided that half of the profits realized by the sale of wool for other 
than military purposes should be returned to the growers. 

The success which attended the operation of the wool scheme 
in Australia and New Zealand may be attributed to three factors 
— the ability of those who administered it, the excellence of the 
existing marketing organization, and the favourable terms upon 
which the clip was purchased. The importance of the last factor 
is apt to be overlooked by those who marvel at the way in which 
the apparently insuperable technical difficulties were overcome. 
For, in the 1919-20 season, despite the success which had been 
achieved, some wool was withheld from appraisement, because 
growers thought that the returns (even with the addition of the 
share of the profits) would be less under the scheme than in the 
free market that was about to be restored.^ 

The Dominion Governments acted as the agents of the Imperial 
Government. In Australia, the Prime Minister was in control of 
the scheme, which was administered by the Central Wool Com- 
mittee acting under his direction. This Committee was composed 
of nine members, representing the growers, brokers, buyers, 
scourers and fellmongers, and had an independent chairman who 
was the government nominee. It had the assistance upon tech- 
nical matters of an advisory board of wool experts. In each 
State, there were similar committees, with sub-committees to 
advise regarding sheepskins. The Prime Minister, on the recom- 
mendation of the Central Committee, appointed sworn appraisers 
in each State, whose business it was to determine the value of 
each lot of wool according to the percentage of clean, scoured 
wool present, spinning qualities, length and condition of staple, 
etc. Of the three appraisers who valued each lot, one represented 
the selling house on behalf of the grower and two represented the 
Commonwealth Government. The ramifications of the wool trade 
made it necessary to exercise the greatest care in appointing 

^ About one-quarter of the Australian clip, mainly inferior wools, had 
been sold or consigned. 

* For the wool scheme in Australia, see Commonwealth Statutory Rules, 
1916: War Precautions (Sheepskins) Regulations, No. 321; War Pre- 
cautions (Wool) Regulations, No. 322. These regulations were continued 
in force after the war by the Commercial Activities Act, 1919* 
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appraisers, so that none should act in a dual capacity. The duties 
were onerous, not only on account of the large number of valua- 
tions that had to be made, but also because of the difficulty of 
assigning such values to each of a wide range of qualities as 
would give an average equivalent to the average price to be 
paid. 

Naturally, the organization that was set up did not immedi- 
ately attain the high-water mark of efficiency. For example, the 
number of categories into which wool was divided was at first 380, 
but was eventually increased to 848, as precision in valuing 
became greater. A system of type ledgers was introduced, show- 
ing the amounts of each of the various qualities of wool and giving 
a complete analysis of the clips such as had never before been 
available. Apart from its usefulness in securing accurate valua- 
tion, the system had other advantages. It ensured more equitable 
returns to growers of small clips who could not under the auction 
system effect a sufficiently detailed classification of their wool 
and thus obtain full value for every type. It also made it possible 
to economize shipping space, for the Central Wool Committee 
was able to furnish just those qualities which the British Govern- 
ment and the Allies required at any particular moment. Even to 
the initiated, the skill with which values were adjusted in a 
bar erne running into 848 types was something to wonder at. To 
appraise, for example, over half a million separate lots of wool so 
that the average price per pound worked out at I4*98d., as was 
done in the 1918-19 season, was a task that exhibited the highest 
development of the valuer’s art. It was essential that a high 
standard should be attained, for the determinations of the 
appraisers were final.^ 

Though the Wool Regulations prohibited the sale of wool or 
tops except to the Central Wool Committee and gave the Prime 
Minister power to require wool to be made available for appraise- 
ment, there was no necessity to resort to forcible acquisition. The 
Committee endeavoured to proceed in all things by the method 
of agreement. The services of the existing trade organizations 

' The appraisement of sheepskins proved most difficult. In 1918-1919, 
the Central Wool Committee suspended appraisement and purchased in 
the open market such skins as were required by the Director of Raw 
Materials in London. 
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were largely availed of and the methods and conditions of allot- 
ment for appraisement and of weighing, sampling, and displaying 
wool so allotted were agreed upon by a majority of the wool- 
selling firms registered with the Central Wool Committee as 
appraisers. The cataloguing and displaying of wool in the ordin- 
ary manner made it possible for growers to continue to see the 
clips and compare qualities, values, and get-up. The Central 
Committee was anxious that there should be no decline in the 
efficiency of the industry, either on the production or on the mer- 
chanting side. It required growers to comply with its instructions 
and to deliver their wool for appraisement in accordance with the 
recognized standards. 

The activities of the Central Wool Committee covered a wide 
field. In addition to drawing up a table of limits as a basis for 
the valuation of the various types of wool, it was successful in 
standardizing catalogues and other documents, such as invoices, 
weight notes, etc. It had to arrange for supplies of requisites to 
growers and merchants when shortage threatened owing to the 
abnormal conditions. The accumulation which resulted from lack 
of shipping made it necessary for the Committee to provide 
additional storage accommodation.^ It supplied the needs of 
local manufacturers on favourable terms and encouraged the 
top-making and scouring sections of the industry. When the 
top-makers, whose production was aided by a Commonwealth 
bounty, as well as by the low price at which they bought raw wool, 
sought to engage in export trade, the Committee had to resist 
their claims as likely to be fatal to the wool scheme and tanta- 
mount to a breach of faith with the British Government. On the 
other hand, in order to save freight space, wool scourers had been 
encouraged to extend their plants, and the Committee, against 
the wishes of the Imperial authorities, continued to allot them 
scouring wools after the war had terminated. Another difficulty 
arose in connexion with the Western Australian clip, the major 
portion of which had hitherto been consigned abroad for sale. 
The leading wool houses in Fremantle agreed to extend their 
accommodation and arrangements were made for appraisement 

^ Sir John Higgins estimated the saving effected by the erection of 
storage sheds at £ 750 , 000 . 
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to be undertaken at Albany and Geraldton as well. Such North 
Queensland wools as had not normally been sold in Australia 
were now required to be sent to one of the eastern centres, 
special consideration being given to the matter of the additional 
freight charge involved. Pressure was meantime put upon the 
Central Committee by such bodies as port authorities and cham- 
bers of commerce to increase the number of appraisement centres, 
a movement that was steadily and rightly resisted. The Com- 
mittee also rejected the claim that all who had had any prior 
connexion with the merchanting of wool should now be found 
employment. It was possible to economize the services available, 
and for the greater part of the period during which the scheme was 
in operation, a charge of |d. per lb. sufficed^ to cover handling 
costs from warehouse to ship, remuneration to wool and shipping 
appraisers, and expenses incurred by the Commonwealth Govern- 
ment as agent for the Imperial Government. In contrast with 
the wheat scheme, sales of interests in the wool pool were not 
permitted. This was due mainly to the fact that the sales of the 
two commodities were financed on a different basis. The Austra- 
lian Wheat Board had to await the results of its operations 
before it could substantially complete payments to growers, 
whereas (apart from the element of prospective profit) the 
British Government paid for the wool clips without delay. Pay- 
ment for wool was in fact made upon the usual trade terms, i.e. 
within fourteen days of appraisement, but lo per cent of the price 
was withheld for possible adjustments. 

In New Zealand, all wool was requisitioned by Proclamation 
in exercise of the royal prerogative in time of war.^ At first the 
arrangements were in the hands of the Minister of Agriculture, 
but in 1917 it was provided that the Controller of the Department 
of Imperial Government Supplies should act on behalf of the 
government. Certain firms were appointed to act as the govern- 
ment wool-brokers and growers were required to deliver their 
wool at their stores for appraisement. The centres at which 
valuing was done eventually numbered 15, as against the eight 

^ Increased from 1918-19 to |d. per lb. in both Dominions. In Australia, 
a profit on this charge exceeding £1,000,000 accumulated in favour of the 
growers. 

» N . Z . Gazette , 21/12/16; 15/10/17; 2/12/18. 
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auction markets normally in operation. Wool was appraised by 
two valuers, one of whom represented the Government. In the 
case of disagreement, a supervising valuer appointed by govern- 
ment was called in. This arrangement was modified in 1917 by 
a provision for appeal to an umpire by the grower against the 
supervising valuer's decision. A scale of prices, representing the 
average of those prevailing in January, 1914, was laid down as 
the basis of valuation, with 55 per cent additional. The govern- 
ment refused wool which was unmerchantable or not of the 
nature or quality required. The delivery of wool to the stores 
was to constitute a binding contract between the grower and the 
Crown, subject to the foregoing right of rejection. Failure to 
deliver wool rendered it liable to seizure. The brokers were to 
make no charges to growers, except when re-packing was neces- 
sary, and were to provide free storage for twenty-eight days, 
after which the government became liable. As in Australia, the 
handling of the clip through one agency made a complete analysis 
possible. This analysis, published for the 1917-18 season, revealed 
that 431 separate types had been distinguished. As the New 
Zealand clips consisted almost entirely of crossbred wools, this 
detailed classification compares favourably with that effected in 
Australia. In the 1919-20 season considerable amounts of wool 
were withheld from appraisement by growers, who were either 
dissatisfied with the conditions of the contract or believed that 
they stood to gain by waiting for de-control. No action was taken 
against them, but subsequent events proved that they had taken 
an altogether too sanguine view of market prospects. 

In neither Dominion was the method of arriving at and appor- 
tioning the share of the profits adequately considered at the time 
the arrangements were made. It was thought, apparently, that 
the profits on each season's wool would be kept distinct, but this 
the British Government did not find it possible to do. Confusion 
arose in consequence, because some growers had transferred their 
properties during the currency of the contracts. The mode of 
arriving at the amount of profits occasioned some heartburning, 
as did also the suggestion that the British Government should 
have some set-off out of profits already earned against possible 
losses in finalizing sales. In the result, growers were treated with 

4— (C.ai9) 
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great generosity and gained much from the very moderate rates 
of freight which the British Government charged against wool. 
It was agreed eventually to pay profits on the basis of a percen- 
tage rate on wool supplied, calculated on the appraisement value, 
irrespective of the date of delivery. 

The cessation of government buying left the industry with 
problems of great difficulty. Before the end came, many pro- 
ducers were becoming restive. It was apparent then, and the 
conclusion is reinforced by subsequent experience, that growers 
would be content to sell to governments only if the price were 
always at least as high as in uncontrolled markets. This explains 
both the urge to be freed from the stabilized prices of the bulk- 
purchase system and the desire to return to that system when 
markets are depressed. The wool scheme fulfilled its purpose 
admirably, but hardly furnished a basis for a system of distribu- 
tion in normal times.^ 

5. Problems of De-control 

De-control involved not only the termination of bulk purchases 
but also the cessation of price-fixing in Great Britain and the 
release of the distributive trades from government regulation. 
It left in its wake serious problems of accumulation and dis- 
organized markets. The provision to continue government buying 
for a year or more after the peace was intended to relieve pro- 
ducers of anxiety and to ensure supplies for British consumers. 
It was hoped that, by the time the contracts terminated, markets 
would have moved once more into smooth waters. But before 
the end came, disconcerting fluctuations made it impossible to 
follow a fixed line of policy. The world price of some commo- 
dities, e.g. butter and cheese, rose at times far above the contract 
rates and at others fell below. In these circumstances, opinion 
among producers as to the desirability of de-control fluctuated 
violently. The Ministry of Food found it difficult to negotiate 
the final contract for butter, as producers desired a free market in 
the United Kingdom. They had already become restive owing to 
the fact that, in 1919, Canadian cheese had been allowed a free 

' The total amount of wool appraised was for Australia 2487 million lb., 
and for New Zealand 783 million, the total values being £160,594,206 and 
£49,226,640 respectively. 
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market at prices from 30s. to 40s. a cwt. above their contract 
rates. Hence to secure agreement to the extension of the butter 
purchase for a further nine months, the British authorities were 
compelled to offer the equivalent of the ruling free market price 
of cheese.^ The de-control of that commodity was not opposed 
except by some traders who held stocks and were anxious that 
the fixed retail price should continue until they had cleared them. 
On the other hand, meat producers were anxious that the British 
Government should continue the purchases and stimulate con- 
sumption by reducing the controlled price in the United Kingdom. 
Some wool-growers took the opposite view and, despite the fact 
that their interests were safeguarded by the sharing of profits, 
clamoured for the lifting of all restrictions. Producers generally 
took a shortsighted view of the future trend of markets and failed 
lamentably to recognize that high prices, as well as low, would 
inevitably react disastrously upon their industries. Before the 
slump, some were inclined to take up an arrogant attitude as to 
what the consumer would be made to pay. It was this spirit that 
engendered the view after 1921, that heroic measures, intended 
to restore the price level, could be adopted with success. 

The accumulation of enormous stocks of Australasian wool, meat, 
and butter raised problems of which the seriousness was hardly 
realized until markets broke. It was felt that these stocks would 
move off readily in a world that had been crying out for goods for 
five years. But the stimulus to demand had been largely arti- 
ficial, and need and purchasing-power do not necessarily go 
together. In any case, the uncertainty that would be bound to 
prevail during efforts to determine the equilibrium between 
supply and demand under the new conditions ought to have been 
allowed for. Neither producers not traders could, indeed, propose 
prices that were likely to bear any relation to the facts. For the 
moment, buying and selling were purely speculative operations 
and market risks were transferred almost wholly to the producer. 
Eventually arrangements were made for the orderly liquidation 
of wool stocks and the Commonwealth Government continued 

^ Continental and Argentine butter was being bought on occasion at 
prices below the final Australasian contract rates, but the quantities were 
meagre. 
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the compulsory wheat pool, but in the case of meat and butter no 
effective steps were taken to minimize fluctuations and do not 
appear to have been even suggested in the case of the former 
commodity. 

A temporary extension of the New Zealand meat contract was 
arranged to include all meat put into store up to the end of 1920 
and the Queensland Government continued its buying from the 
local meatworks until 30th November, 1920.^ The intention was 
to stabilize the position for producers while liquidation was being 
rapidly carried out. Accumulation had attained dangerous pro- 
portions. It has been stated^ that in May, 1920, upwards of 
200,000 tons of Australian and New Zealand meat were on the 
water or in store. The quantity was in fact far more considerable. 
Statistics to illustrate the congestion in Australia are not avail- 
able, but the accumulation of Queensland beef was overwhelming. 
Meat in store in New Zealand on 31st May, 1920 amounted to 
about 200,000 tons, with upwards of 15,000 tons afloat.* The 
total import of the United Kingdom in 1913 was 721,000 tons, in 
1917 (the lowest year) 433,000, and in 1919, 528,000. By 1920, it 
had reached 813,488 tons, followed by 943,744 tons the next 
year.* Supplies from Australasia formed an abnormally large 
proportion of the total.* In addition, consumption had decreased, 
it was estimated, owing to rationing and the diminution of waste, 
by as much as 30 per cent.’ The effect upon prices of accumula- 
tion and change in demand was aggravated by deterioration, for 
some of the meat had been in store over two years. The situation 
that was threatening might have been foreseen, because arrivals 
of meat in the United Kingdom had become unduly heavy in the 
last quarter of 1919, and at the end of that year 150,000 tons 
were in store or in ships lying in port. In the early months of 
1920, the controlled price of beef and mutton declined slightly, 

* Report of the Inter-Departmental Committee on Meat Supplies, Cmd. 
456/1919. p. 15- 

* Report of Auditor-General for Queensland, 1920-21, p. 25. 

* Coller — <A State Trading Adventure, p. 249. 

* Report of N.Z. Department of Imperial Government Supplies, 1921-22, 
P- 3- 

* Weddel’s Review of the Frozen Meat Trade. 

* The total export of meat from New Zealand in 1920 was 228,200 tons ; 
the average, 1922-27, was 158,000 tons. 

’ Weddel’s Review of the Frozen Meat Trade, 1919, p. 3. 
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but it was stabilized from May of that year until de-control came 
at the end of March, 1921. Prices of Australasian beef then 
immediately declined and, by the middle of the year, stood at 
about 50s. per cwt., or less than half the final controlled price. 
Mutton and lamb prices did not reach low levels until the last 
quarter of 1921, when the market for all meat became thoroughly 
demoralized.^ Producers were now selling new season's meat in a 
market congested with old stocks and confidence among buyers 
was not unnaturally altogether wanting. No one could say where 
values would settle down and consequently there might be a 
considerable margin between the price paid for stock and the final 
realization at Smithfield. The market prices do not, in fact, 
represent adequately the loss to producers. The return for lambs 
fell as low as 4id. per lb. and yet, early in 1922, when they reached 
London, the market had recovered and up to is. was realized. 
These marked fluctuations and adventitious gains were responsible 
for the initiation of the meat-export control movement in New 
Zealand, but the worst was over, and from January, 1922, the 
course of prices remained on the whole satisfactory. 

A somewhat similar experience befell producers of butter and 
cheese, though the decline in cheese prices was largely a reflection 
of the break in the butter market and was not due to accumula- 
tion of stocks. The Ministry of Food had, in fact, only about 
3500 tons of cheese to dispose of when it decided to relinquish 
control. Its butter stocks constituted a more serious problem. 
On 6th April, 1921, all imported provisions were freed from con- 
trol. Government butter, however, continued to arrive at a much 
later date, as the final contract did not terminate until 31st 
March, 1921. In addition, supplies under this contract were twice 
as heavy as anticipated. By mid-December, some 20,000 tons 
remained to be cleared in competition with the new season's 
output. The Dominion Governments asked that this butter 
should be held off the market, but the Board of Trade was unable 
to acquiesce and offered instead to allow them to buy it back at 
less than half-price. During the inevitable delay that ensued 

^ Comparative prices for Australian meat — 

Beef; 18/3/14, 40s. lod. per cwt.; 10/3/22, 42s. per cwt. 

Mutton: 7^/14, 42s. per cwt.; 16/12/21. 56s. per cwt. 

Lamb: 7/1/14, 58s. 4d. per cwt. ; 16/12/21, 60s. 8d. per cwt. 
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while producers were being consulted, the trade offered to take 
over the stocks at a slight advance in price (ii2s. to 115s. per cwt.) . 
In consequence of this transaction, offers for new season^s butter 
fell to a very low figure and some operators who bought forward 
heavily at this time without taking any of the stale government 
stocks reaped large profits when the market rapidly recovered. 
This crisis, combined with the fact that prices for dairy produce, 
though far above those obtaining before 1920-21, remained consi- 
derably below the final contract rates, impelled producers to resort 
to heroic measures, as they had already done in the case of meat. 

Wool was the only commodity in regard to which effective steps 
were taken to control liquidation of stocks and stabilize prices. 
It should be remembered, however, that the unexpectedly firm 
markets had much to do with the ultimate success of the policy 
that was pursued. As early as August, 1919, the Central Wool 
Committee had suggested to the wool-brokers that it was desir- 
able to set up an organization to conserve the interests of the wool 
trade on de-control. The Australian Wool Council, representing 
growers and brokers, was formed accordingly. It submitted to a 
referendum of the interests concerned a proposal for the regula- 
tion of the trade, but only a minority of votes was recorded^ and 
the plan was abandoned. The course of prices at the London 
wool auctions, which had been resumed in April, 1919, no doubt 
inclined growers to the belief that continued control in any form 
was neither necessary nor desirable. To obviate competition with 
British clips, the Imperial Government had decided to issue 
colonial wool to manufacturers from April to November, 1919, at 
prices averaging 85 per cent above the 1918 acquisition rates. A 
total quantity of 450,000 bales was issued in this way and, as 
auction prices were higher than anticipated and continued to 
soar, this transaction was condemned by certain public men and 
growers in Australia, who were merely wise after the event. 
Before the auction sales were resumed, the wool market had been 
in a very uncertain state and a decline in values was looked for. 
The feeling was evidenced by the cancellation of buying orders 
from the United States for 15,000 bales at ‘‘civilian issue prices, “ 

' 24,680, of which 74*88 per cent were in favour of the proposal. Over 
120,000 individuals and firms were entitled to vote. 
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wool that was subsequently disposed of to the same country at an 
advance of over loo per cent. It is not difficult, moreover, to 
account for the pessimism that prevailed. Stocks, both in the 
United Kingdom and in Australia, were heavy and the Contin- 
ental exchanges were disorganized. 

Under these circumstances, it was essential that the Australian 
Wool Council should continue its efforts to safeguard the future. 
It directed its attention first to the marketing of the 1920-21 clip, 
its London executive suggesting that a joint-stock company 
should be formed for that purpose. Australian interests were not 
favourable to this proposal, however, and a Special Executive 
Committee, consisting of the representatives of the Council and of 
the Central Wool Committee, was set up. As a result of its 
negotiations with the Director of Raw Materials in London, this 
body recommended the formation of the British-Australian Wool 
Realization Association Ltd. About the same time, the Austra- 
lian Wool Growers* Council came into being, its constitution 
providing mainly for the supervision of marketing and for the 
restoration and maintenance of equilibrium. The British and 
Commonwealth Governments, having consulted each other, and 
Australian interests having agreed to the scheme, the B.A.W.R.A. 
was registered under the Victorian Companies Act on 27th 
January, 1921. Assets transferred to the company, through the 
British and Commonwealth Governments, included 1,836,005 
bales of wool, half of which it took over, as owner, from the 
Australian Government, and the other half, as selling agent, from 
the British Government. Its capital was set down at 25, 000,000, 
including half the value of the wool, which was estimated by 
adding the charges to the cost price and allowing 40 per cent off 
this total for depreciation. The B.A.W.R.A. thus became the 
owner of wool stocks valued at 13, 957, 105 and selling agent for 
a like amount. Only about £22,000,000 of the capital was actually 
issued.^ This was divided into some 12 million £1 shares and 

^ Made up as follows — £ 

Cash in hands of Commonwealth Government 

Wool Stocks i3»957»io5 

Assets of Central Wool Committee 990,020 


£22,000,000 
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£10,000,000 of priority wool certificates. Over 53,000 small 
growers, whose wool for the four seasons did not in any case 
exceed £100 in appraised value, were paid out in cash, and the 
priority wool certificates, which entitled the owners to cash in 
full before the shareholders received any dividends or any return 
of capital, were distributed among the remainder in proportion 
to the amount of wool supplied by each during the period of 
requisition. The number of these shareholders was nearly 70,000.^ 
The magnitude of the task which confronted the Wool Realiza- 
tion Association may be gauged by the stock position in the 
first half of 1921. The quantity actually taken over early in the 
year was as follows — 

Wool Owned by 

B.A.W.R.A. British Government 
Australian: Merino . . 452,090 452,090 

X-bred . , 4^>5.9i2 

918,002 918,003 bales 

New Zealand: Merino . 3,181 

X-bred . 769,762 

772,943 bales 

P'alkland Islands . . 2,329 bales 

918,002 1,693,275 bales 

Grand Total . . 2,611,277 Bales 

On 31st July, 1921, 2,209,000 bales of this carry-over wool 
remained unsold, and 200,000 bales of Cape and other wools had 
been added to the stock. Of the 1920--21 Australasian clip, some 
700,000 bales were estimated to be still unsold and a new season 
with a prospective yield of 2,400,000 bales had begun. Actual 
and visible supplies for the 1921-22 season, therefore, exceeded 
5,000,000 bales. 

In order to effect its purpose, it was necessary for the 
B.A.W.R.A. to come to some arrangement with the wool-selling 
brokers, who were auctioning the “free*' clips, as to the quantity 
of offerings and as to the reserve per lb. A conference of wool 
interests on 17th March, 1921, agreed that the allocation of quan- 
tities of wool for submission at auction in England and Australia 

^ When, in 1926, the B.A.W.R.A. was in process of liquidating and had 
returned practically all its capital, 79 per cent of the shares were still 
held by the original allottees ; 6 per cent of the shareholders were pur- 
chasers and held the remaining 21 per cent. 
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should be arranged by the British and Australian Boards of the 
B.A.W.R.A., with a proviso that the Australian offerings should 
not be less than the British. A tribunal was also set up to deter- 
mine the minimum reserves to be placed on carry-over wools and 
on the current clip. Want of co-operation by certain interests 
made the voluntary fixing of limits ineffective and the Common- 
wealth Government, in response to an appeal by the directors of 
the B.A.W.R.A., made a regulation on 9th May, 1921, fixing a 
flat rate of 8d. per lb. of greasy wool as the minimum price until 
November.^ Agreement with the brokers as to offerings was not 
always possible and the allocations of carry-over wools often had 
to be reduced, or sales suspended altogether. 

The severe decline in wool values in March and April, 1921, was 
not surprising and continued during the 1921-22 season. The 
disposal of crossbred wools, especially the coarser sorts, occasioned 
much anxiety until 1923. The movement of prices reveals the 
temporary instability of the market — 

Average Price per Lb. of Greasy Australian Wool* 


Season 

Pence 

Season 

Pence 

1913-14 

9625 

1920-21 

14*08 

1916-17 to 

) 15-5 

> + 3-44 (profit) 

1921-22 

11*88 

1919-20 

1922-23 

17*468 



1923-24 

23*226 


1 8-94 




Average 1920-21 to 1923-24: i6-293d. 


^ Commonwealth Statutory Rules, 1921, No. 97. The export of wool 
was prohibited unless the average reserve price had been paid or an 
undertaking given that it would not be disposed of abroad at less than the 
equivalent of the Australian minimum price. The chairman of the 
B.A.W.R.A. had recommended a minimum of 9d. per lb., after an analysis 
of cost of production. This price was stated to be below both current cost 
of production and pre-war value (Commonwealth Parliamentary Papers, 
1920-21, No. 112). A recommendation for a similar system of control is 
contained in the Report of the Commonwealth Wool Inquiry Committee 
(Commonwealth Parliamentary Papers, 1932). The proposal, which was 
not adopted, was that a Commonwealth Wool Executive, representing the 
various interests, should be set up and that the Commonwealth Govern- 
ment should prohibit the export of wool whenever the Executive advised 
that the price was too low. Funds were to be made available to hold wool 
in an emergency. 

* Report and Statement of the B.A.W.R.A. for the year ended 31st 
December, 1924. The profit to growers worked out finally at 3*69d. per 
lb. and to the British Government at 3’44d. 
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The B.A.W.R.A. wools were disposed of on the Continent as 
well as in England and in that country sales were attempted at 
centres other than London (e.g. Hull and Liverpool), where 
colonial wools were not normally on offer. The last bale of carry- 
over wool was shipped from Australia on ist May, 1923, and the 
last bale was sold at Liverpool on 2nd May, 1924. On 30th July, 
1921, about half of the priority wool certificates were retired and 
the remainder on i8th May, 1922. After the proposal to form a 
permanent organization had been rejected in December, 1922, the 
return of capital was proceeded with and 19s. per share had been 
repaid by 12th February, 1924.^ 

The experience of the years immediately following the war 
resulted in measures being devised for the regulation of wool 
offerings during the course of each season by agreement between 
the Australian Wool Growers* Council and the National Council 
of Wool Selling Brokers. It also confirmed growers in the habit 
of placing comparatively high limits upon wool offered at auction. 

In New Zealand, only the new clip had to be provided for, as 
the B.A.W.R.A. had undertaken to dispose of carry-over wools. 
The position was slightly complicated by the fact that some 
growers had withheld wool from the final appraisement . However, 
a limitation was placed upon the export of wool clipped prior to 
1st July, 1920, for which a shipping permit had to be obtained.^ 
A New Zealand Wool Committee was appointed, composed of 
representatives of growers and brokers, with a government 
nominee.^ Under the Wool Industry Regulations, the New 
Zealand Board of Trade, on the recommendation of the Wool 
Committee, was given power to fix minimum prices for the various 
grades. It was illegal to buy or sell at less than these prices, 
whether by auction or by private treaty. With the approval of 
the Minister, the Wool Committee was empowered to determine 
from time to time the maximum amount of wool to be offered 

* The B.A.W.R.A. went into liquidation from loth June, 1926, the 
liquidation being completed in December, 1932. The total profits dis- 
tributed by the Central Wool Committee and B.A.W.R.A. exceeded 
£36,000,000. The interest on funds invested was £3,000,000. The total 
distribution in respect of wool transactions by the two bodies was in the 
neighbourhood of £200,000,000. 

* N.Z. Gazette, 25/11/20. 

* Ibid., 23/6/21. 
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for sale at auction. No person was to sell wool, by auction or 
otherwise, without a permit from the Committee and export was 
prohibited unless an undertaking was given that wool would not 
be sold abroad at less than the equivalent of the minimum price 
fixed in New Zealand. This somewhat strict regulation of the trade 
was felt to be justified in view of the difficulty of disposing of 
crossbred wools at profitable prices.^ The Wool Committee was 
in constant touch with the B.A.W.R.A. throughout the period of 
liquidation and shaped its policy in conformity with the interests 
of that organization. The Committee continues to function, its 
main work being now confined to the regulation of offerings. 

6. Effects of the War on Trade and Production 

It might be thought that rising prices and government buying 
would have induced a marked increase during the war in the 
agricultural output of Australasia. Yet it is not difficult to 
account for the fact that production received no considerable 
stimulus. For one thing, raw materials and foodstuffs tended to 
be undervalued in the world market as compared with manu- 
factured goods, since the consumption of the former and the 
production of the latter had both been diminished by the cutting- 
off of enemy countries and the diversion of industrial plant to war 
purposes. Rising cost and scarcity of farm requisites, shortage of 
labour, congestion at cold stores and accumulation generally all 
served as a warning to producers. Apart from the tendency for 
profit margins to be diminished by higher costs, the feeling that 
hostilities might be of short duration helped to damp off any zeal 
for increased enterprise. This is one of the reasons why any con- 
siderable rise in output was delayed until the war was over, 
prices soared, and the prospects for a time were incredibly 
favourable. 

•To some extent climatic factors account for the failure of pro- 
duction to expand, but these were not the major influence. It is 
true that sheep numbers in the Commonwealth declined from 85 

' E.g. at the 1921-22 sales, October prices averaged 4id. to 4id. per lb. 
and the highest price recorded during the season was 9-0 id. per lb. Prices 
fixed by regulation were : 56's quality and under, a minimum average of 
5d. ; over 56’s, 9d. per lb. {N.Z. Gazette, 24/6/21). It was found unnecessary 
to continue price-fixing after that season. 
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millions in 1913 to 69 millions in 1915, on account of drought, and 
that the fall in the output of mutton till 1917 was owing to the 
fact that flocks were being built up again during years when 
seasons and wool prices were favourable. Yet it was not until 
1919 that production returned to the pre-war level. In New 
Zealand, where severe and widespread drought is unknown, the 
output of mutton and lamb similarly failed to expand. Beef pro- 
duction in Australia, which had been increasing uninterruptedly 
from 1909 to 1914, fell away, and, though the cattle numbers were 
restored by 1917, did not again reach the pre-war level till after 
1923. The relatively less important beef industry in New Zealand 
expanded until 1917 and then declined. 

In view of what has been said about mutton production, it is 
natural to expect some increase in the output of wool, as sheep 
numbers rose. But statistics of wool production are of doubtful 
accuracy. Under the system of appraisement, however, the 
Commonwealth clip probably increased as much as 10 per cent, 
but there is no evidence of a similar rise in New Zealand. What is 
of greater moment is that, in Australia, a marked change took 
place in the relative proportions of fine and crossbred wools pro- 
duced. In 1911, merino wool had constituted 85 per cent of the 
clip ; by 1917, it was only about 75 per cent, and in 1920 66 per 
cent. As a similar change was taking place in other important 
wool-producing areas, with the exception of South Africa, the high 
level of fine wool prices in the post-war years is largely accounted 
for. 

The dairying industry throughout Australasia failed to main- 
tain its output from 1914 to 1918 at the previous level. Cheese 
production did exhibit a considerable increase, especially in New 
Zealand, but the trend before the war had been steadily upwards 
owing to the growing share of the British market which producers 
were securing, and the wartime increase was partly at the 
expense of the output of butter. 

The decline in wheat acreage and crops in Australia has 
already been noticed. The falling-off in world cereal production in 
the early war years was not reflected in increased profits to wheat- 
growers in the Commonwealth owing to the difficulties attending 
export. The accumulations of grain, however, stimulated the 
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milling industry. The fine quality of the flour attracted the 
attention of traders abroad, and after the war the discrepancy 
between the value of sterling in the United States and in Australia 
assisted in maintaining the trade at the expense of the U.S.A.^ 

There is evidence of momentary stimulus to the production of 
one or another commodity, as a thrill ran through markets when 
pvemment buying of this or that article began, but the general 
impression remains that, although prices were satisfactory, pro- 
ducers had neither the desire nor the means to expand output. 

Accumulation of stocks had led to the over-equipment of two 
industries — meat in New Zealand and wool in Australia. Despite 
official warnings that increased cold-storage space alone was 
needed, additional freezing-works were built in New Zealand, 
beyond the capacity of the industry in normal times; and the 
liquidation of superfluous plants since 1920 has added to the 
burden of falling prices. Cold-storage space reached a total of 
over 200,000 tons in 1919, equal to the total export of meat in 
that year, which was a record. In Australia, the local appraise- 
ment of all wool, as well as accumulation, made it necessary to 
increase the capacity of the wool stores. After the war, the exist- 
ence of this additional accommodation helped the local selling 
brokers to maintain and increase the proportion of wool sold in 
Australia. 

The re-orientation of world trade after 1914 had extensive 
reactions in Australasia. An analysis of the volume of exports 
directed to the United Kingdom reveals some increase in the case 
of Australia and the maintenance of the pre-war percentage from 
New Zealand. British entrepot trade in Australasian products 
declined simultaneously. Increased shipments were made from 
Australia to India and Egypt on Imperial Government account 
and from both Dominions to the U.S. A. in 1915-16 and in 1917-18. 
Some neutral markets were entirely cut off. Japanese wool users 
were compelled to turn to South Africa for the fine, shafty wools 
suited to their industry^ and New Zealand's trade with South 
America came to an end. The South African market, which had 
absorbed considerable quantities of foodstuffs, was lost and 

^ E.G. Nourse — American Agriculture and the European Market, p. 172. 

* See N.S.W. Dept, of Agriculture, Annual Report, 1917-18, 1918-19. 
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certain export trades (e.g. fresh fruits and honey) were at times 
totally interrupted. The development of minor markets ceased 
either to be possible or to engage the attention of producers. 

The trade in certain commodities exhibits the degree of dislo- 
cation which had taken place in some directions. Prior to 1914, 
the Australian beef industry was securing a growing share of 
the British market, but, like that of New Zealand, failed to main- 
tain its position during and after the war. New Zealand and 
Australia together supplied the greater part of the British 
imports of mutton from 1900, but the quantity and the propor- 
tion from these Dominions both declined from 1915. Great 
Britain had been compelled for the time to seek supplies from 
nearer sources. Dairy produce was harder to come by, and after 
1916 a considerable diversion of the source of supply to the 
southern hemisphere took place. The change was most marked 
in the case of butter. Imports into the United Kingdom from 
Australasia had risen steadily since the beginning of the century, 
but in the average pre-war year did not amount to one-quarter 
of the total. As supplies from other sources fell off, the contribu- 
tion from the southern hemisphere was maintained,^ and in 1918 
and 1919, the British market received over 70 per cent of its 
imports from that area. This geographical shift from north to 
south in the weight of export had already taken place in the meat 
trade between 1907 and 1914, but its significance was far greater 
with respect to dairy produce, since the production of that 
commodity is more subject to seasonal influences. The result was 
to make the summer months the period of relative scarcity of 
supplies in the United Kingdom and to destroy the advantage of 
opposing seasons formerly enjoyed by the southern Dominions.^ 

7. Proposals for Increasing and Stabilizing 
Producers' Returns 

It is probable that even without the intervention of war some 
sort of crisis would have developed in the Australian and New 

‘ Except in 1915-16, when it fell to two-thirds of the 1913-14 figure. 

• In recent years the period of relative scarcity of butter supplies in the 
U.K. has been the autumn months (September-November), when the 
southern Dominions have little to offer. February has also been a month 
of relative shortage. See Chapter IV, Section 4. 
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Zealand export trades. The relatively favourable position of 
agricultural producers could not be expected to continue indefi- 
nitely, as the extension of settlement and the more intensive 
exploitation of land proceeded. It is questionable, however, 
whether the change would have come with such devastating 
rapidity. The great and sudden decline of prices after 1920 was 
beyond anything that the most conservative producer could have 
imagined. The shrinkage in returns from every commodity and 
the failure to realize that patience might achieve more than heroic 
measures led to a host of proposals whereby farm income might 
be restored. Some of the steps taken proved abortive, others 
were merely developments of pre-war tendencies towards im- 
proved distribution; some were designed to tide over a per- 
iod of temporary embarrassment, others resulted in full-fledged 
systems of marketing control which still persist. An extension of 
various forms of group organization would, it was thought, prove 
to be the farmer’s economic salvation. The relatively strong 
bargaining position of producers before and during the war had 
developed in them a sellers’ market psychology and a belief that 
effective organization was all that was needed in order to ensure 
satisfactory prices. Unfortunately, except for wool, the market 
has been a buyers’ market ever since. Of the three possible ways 
of solving the agricultural problem, viz. (i) forcing up prices, (ii) 
adjusting production, and (iii) reducing costs and eliminating 
waste, only the first and last have been resorted to and, except 
in internal markets in Australia, little success has been achieved 
in holding up prices. The reasons why production was maintained 
were in part political. Schemes of settlement for ex-soldiers and 
immigrants had been initiated at heavy capital cost, both for land 
and for development works. Governments could not readily 
abandon such enterprises and were encouraged, moreover, to 
render financial and other assistance by the belief that the lower 
price level was but a passing phase. Similarly, improved agri- 
cultural technique was being generally applied in order that 
increased output might be set against lower returns per unit. 
Standards of quality imposed by government became more 
exacting and remarkable improvements in packing and grading 
took place. These developments were, however, not immediate 
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and were largely due to the failure of prices to regain their high 
level. At first, what is termed ** straight marketing work '' did not 
form part of the proposals for solving the agricultural problem. 
The new movement aimed rather at increasing prices through 
some form of monopolistic control and sought minor compensa- 
tions from tariff adjustments, state financial aid, and the reduc- 
tion of transport and labour costs. The fact that ample fluctua- 
tions yielded temporary, and at times considerable, gains to mar- 
ket operators and that, under the disturbed conditions, prices in 
primary and in final markets often did not tally was sufficient 
to assure producers that consumers could pay more and traders 
be satisfied with less. At this distance it seems incredible that 
greater patience was not exercised and that calm reflection did 
not disclose the fact that high marketing costs, such as freight 
rates, would inevitably be adjusted in their turn. Yet it must be 
remembered that producers were panic-stricken and that many 
of them had become committed to such highly inflated capital 
costs as to leave them no reserves with which to weather the 
storm. 

The character of the dislocation which ensued upon de-control 
has already been described, together with some of the measures 
adopted in an endeavour to restore equilibrium. Of the proposals 
now to be considered, the most ambitious was put forward by the 
B.A.W.R.A., which found itself in possession of surplus assets 
estimated to exceed £6,000,000. An extraordinary general meet- 
ing of shareholders, one of the largest company meetings ever 
held in Australia, was convened at the end of 1922 to consider 
the following resolutions — 

That it is desirable to have a central organization for the protection, 
stabilization, and development of Australian Pastoral and Agricultural 
Industries, including the formulation of policies respecting the disposal 
of primary products, or of such of them as may be decided upon by the 
meeting, and that the B.A.W.R.A. be such central organization and that 
the directors thereof be and they are hereby authorized to take such steps 
as they consider necessary to carry this resolution into effect.^ 

The complete control of the marketing of primary products, 
including the arrangement of transport at home and abroad, 
finance, and insurance, was to be undertaken by the directorate 

* Circular Letter and Supplement: Proposals for the Protection, etc., of 
Australian . . . Industries. Melbourne: 31/10/22. 
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of the B.A.W.R.A. assisted by committees in each State. Con- 
siderable benefits, it was claimed, would accrue. Shareholders 
would secure a valuable and permanent investment for the 
Association’s surplus funds. The fixing of reserve prices and the 
regulation of quantities marketed would assist in stabilizing the 
values of products and properties. New markets and storage 
depots could be established abroad where thought advisable. 
Financial accommodation could be provided and comprehensive 
shipping contracts entered into. Improvements in the grading, 
re-conditioning, and handling of commodities would be the special 
concern of the permanent organization proposed and, by the 
equalization of returns per unit for all, greater stability would 
be assured than when producers were competing with each other 
for markets. 

The proposals were widely discussed during the last three 
months of 1922.^ Attention was specially directed to the depressed 
condition of the meat industry, which, it was thought, could be 
revived by the efforts of the new organization.^ At the meeting 
Sir John Higgins elaborated the advantages which, in his view, 
would accrue to the wool industry. He asserted that wool values 
could be stabilized and that the price of fine wools (56 counts 
and upwards) could be raised forthwith. By concerted action, 
the draftage allowance on wooF could be abolished and small clips 
re-classified and reconditioned, so as to give the maximum return. 
The disparity which often existed between prices obtained for 
wool of the same type at different selling centres could be elimin- 
ated by grading for type and yield, as had been done by the 
Central Wool Committee. The type would be indicated in the 
brokers’ catalogues. Economies in handling charges, freights, and 
dumping were also considered to be possible, and the Association 
could finance an extension of the wool-selling season by from 
three to six months. The total gain was put as high as ;f2, 650,000 
per annum. 

' See, e.g. Argus (Melbourne), 16/10/22. 

* Ibid., 19/10/22; Age (Melbourne), 16 and 24/10/22. 

® Buyers, by a custom of the trade .said to have survived from the time 
when weighing appliances were not accurate, are allowed one pound 
additional on every cwt. The Commonwealth Wool Inquiry Committee, 
1932, recommended its abolition, and the growers appear now to be 
determined to secure this, either by agreement or by law. 

5— (C.219) 
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The resolution was summarily rejected without discussion and 
the Graziers* Councils in the various States were almost unani- 
mously opposed to it. The decision of the Association is intelli- 
gible ; that of the wool-growers* organizations hard to account 
for. An opportunity was offered producers to eliminate by 
rational measures, administered by men of proved competence, 
many of the elements which contributed to instability and to the 
increase of marketing costs. However, farmers are conservative, 
they have to face risks in production whatever the marketing 
channels, and they are often chary of taking concerted action with 
the devil they know (to wit their fellow producers) for the advan- 
tage of their industry as a whole. The hostility of the wool- 
selling brokers, who were large shareholders in the B.A.W.R.A. 
may be accounted for on other grounds than that of self-interest 
alone. It is true that they are interested in certain sidelines which 
the proposed organization would have arrogated to itself and that 
they may have feared an even more direct threat to their activities. 
Yet they could argue with some show of reason that the reforms 
suggested would not necessarily increase the average return to 
the grower. The abolition of draftagc, for example, would merely 
result in an adjustment of bids.^ It was claimed further that the 
typing of wool and its suitability for various purposes could not 
be determined with mathematical accuracy and that, in any case, 
the services of the experts who had graded and classified for the 
Central Wool Committee would not be available to the new 
organization, since they would normally be engaged in buying 
operations. 

Another abortive proposal related to the Australian meat 
industry. Early in 1922, it appeared likely that, owing to the 
chaotic condition of the beef trade, the meatworks would be 
unable to open. A conference called by the Commonwealth 
Government resulted in the setting up of the Australian Meat 
Council, upon which producers, exporters, and the various 
governments were represented. The Council was given legal 
recognition by the Meat Industry Encouragement Act, 1924. It 

' Yet the amount is so small that it would be difficult to allow for it by 
making lower bids. These advance by Jd. per lb. to i5d. and thereafter 
by Jd. At the high price of jod. per lb., draftage amounts to little more 
than Id. 
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was anticipated that the several States would enact complemen- 
tary legislation, so that the Council might be furnished with 
funds by means of a levy on stock. Only three States (Queens- 
land, New South Wales, and Tasmania) took the necessary steps, 
and though the Council continued in being for several years, it 
was unable to effect very much. Its functions were mainly 
advisory and related to means of improving production and to 
grading and marketing methods.^ At its annual meeting in 1925, 
the draft of a Meat Export Control Bill was considered and the 
principle of control was approved. However, three States were 
not represented, in Tasmania no levies were collected, and the 
Council was dissolved in 1926. A somewhat similar body, the 
Australian Dairy Council, was set up in September, 1922, to 
advise the Commonwealth Government upon the administration 
of the Acts and regulations pertaining to the production, manu- 
facture, and standardization of dairy produce. The Dairy Council 
aimed also at securing uniform legislation and administration in 
all the States. It still exists and has concerned itself in recent 
years with problems of pasture management. 

Of the temporary expedients that were resorted to in the early 
post-war years, the Commonwealth wheat pool has already been 
noticed. Fruit pools and a hop pool were likewise organized, and 
proved under the circumstances both expensive and embarrassing. 
In 1920, the fruit canners asserted that, owing to increased costs 
of processing and the decline in consumption following high 
prices, they would be unable to purchase fruit from growers. 
During three seasons, therefore, the Commonwealth Government 
arranged for the purchase, processing, and marketing of fruit for 
canning and pulping. In the first year, Victoria and Queensland 
were the only States that participated, and the loss borne by the 
government did not exceed £92,000. In the following year, all the 
States except Western Australia were concerned, with a resulting 
deficiency of £363,000 on the 14,612 tons handled. In 1922-23, 
16,382 tons of fresh fruit were purchased from growers in New 
South Wales, Victoria, South Australia, and Tasmania, at a net 
loss of £231,000. Much difficulty was experienced in disposing of 

^ See N.S.W. Parliamentary Papers, 1924, Vol. IV, p. 709. Committee 
on Meat Industry Encouragement Bill, Report and Minutes of Evidence. 
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the exp(3rt surplus, especially in the United Kingdom, partly 
because markets were oversupplied, but mainly owing to inferior 
quality. In its report on the canned fruits industry,^ the Austra- 
lian Development and Migration Commission naively remarks 
that after the 1922-23 season the Commonwealth Government 
found the position of the industry unsatisfactory under the pool- 
ing arrangement. A system of bounties was therefore adopted. 
A Tasmanian hop pool, which was guaranteed advances of about 
£25,000 under the Hop Pool Agreement Act, 1924, involved the 
government in another loss of £11,000. In the same State, a 
similar guarantee, given to a producers’ co-operative engaged in 
the marketing of fresh fruit, resulted in a deficit of about £20,000. 
A piquant situation developed when a formal demand for pay- 
ment of this sum was made to the co-operative. It represented 
to government that other fruit producers had received assistance, 
that in any case the fruit was sold and the security therefore 
dissipated, and begged that the regrettable loss might be 
written off, a course which the cabinet had no option but to 
take.2 

The e.xport control system was initiated by the meat producers 
of New Zealand who, at the beginning of 1922, endorsed a pro- 
posal to form a compulsory pool of the whole of the export meat. 
The movement was taken up in Australia, where internal market- 
ing control was already beginning to be developed. The philo- 
sophy of export control was merely an extension of that ascribed 
to co-operative enterprise in general. It contemplated operations 
upon a scale hitherto untried and was regarded in some quarters 
as the necessary outcome of co-operative efforts by small and 
competing units. It was believed that a system of control which 
checked speculation, which eliminated weak holders and rivalry 
among sellers, and which brought middlemen’s dealings more into 
the light of day would destroy the standing aphorism which 
mocked the farmer by asserting that any one could make money 
out of agricultural produce after it had left the farm. For 
producers were, and are still, largely convinced that, when 


' Commonwealth Parliamentary Papers, 1929, Vol. II, p. 1595. 

* Commonwealth Parliamentary Papers, 1926-28, Vol. Ill, Report of 
Auditor-General, 1925-26. 
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prices fall, some “hidden hand” is working against their 
interests.^ 

The relative dearness of manufactures as compared with food- 
stuffs and raw materials, a feature of the war years, continued 
and was accentuated after 1921.^ Whatever mysteries may be 
concealed by the phrase “terms of trade,” it is clear that part of 
the burden on producers was due to the refusal of the factors of 
production in the food-consuming and manufacturing countries 
to accept lower standards of remuneration and so assist in the 
adjustment of agricultural producers’ costs. Under the circum- 
stances, some counter move by the latter was only natural, though 
likely to prove futile. ^ Australian producers, having forgone a 
portion of their profits during the war years, looked for some 
compensation from the local market when prices were unduly low. 
Ideas of distributive justice are readily developed among those 
concerned in any department of economic activity which, at a 
given moment, is relatively depressed. However valid the con- 
ception and however adequate in the long run the remedies pro- 
posed, the facts and circumstances must be taken into account 
before any judgment can be formulated. For this reason, as well 
as for its interest as a chapter in economic history, it has been 
thought essential to outline by way of preliminary the historical 
background of the marketing situation as it has developed since 
1914. 

^ E.g. at a meeting of New Zealand dairy-farmers a resolution was 
carried to the effect that "some unfair power must be operating against 
the interests of the primary producers." {N .Z. Dairy man, January, 1931.) 

2 Report of Royal Commission on Food Prices, Cmd. 2930/1925, p. 14. 

® Futile, because over long periods agriculture has tended to be relatively 
depressed as compared with manufacture, since the point at which demand 
for agricultural products becomes inelastic is ultimately reached in the 
case of one commodity after another. In recent years, semi-luxuries like 
lamb and butter appear to have been offered in such quantities that even 
a withering fall in price has not always ensured the clearance of stocks. 
It is, of course, true that this excess of supply in some markets has been 
accentuated by the denial of access to others ; but should restrictions be 
removed, it seems that increased production would soon reproduce the 
condition of glut. The very steps taken to prop up agriculture in the 
producing countries cannot but tend in this direction and thus prevent 
the restoration of equilibrium. 



CHAPTER II 

LEGAL ASPECTS OF MARKETING ORGANIZATION 

I. Producers' Right of Combination 

Introductory. It may seem at first sight that legal questions lie 
outside the purview of the economic investigator, and that judi- 
cial decisions and the provisions of statutes do not require to be 
“economically” noticed. It is true that, as regards the major 
portion of the industrial field, economic analysis may assume the 
ordinary framework provided by statute and common law. Such 
a proceeding is not possible, however, for that body of practical 
commentary which has come to be known as descriptive econo- 
mics. This submission is reinforced by the growing importance 
of statutory provisions and judicial decisions with respect to 
agricultural marketing in Australasia as elsewhere. An effort has 
been made to facilitate by statute special forms of organization 
for large-scale agricultural marketing at home and abroad under 
the control of producers. It is argued that, just as the Companies 
Acts furnish a basis for the organization of industry and labour 
laws for that of wage-earners, so some distinctive legislative 
provision is required for agriculture.^ Till recently, company laws, 
with some slight concessions in favour of producers'co-operatives,^ 
and legislation of the type of the Industrial and Provident 
Societies Acts of Great Britain have been regarded as adequate 
to the needs of farmers’ marketing organizations in Australasia. 
In practice, difficulties have arisen with respect to contracts 

' See Report of Director of Marketing for Queensland, 1927-28. Cf. 
E. G. Nourse — Legal Status of Agricultural Co-operation, p. 406: “The 
view that co-operative laws should be special legislation for agriculture 
appears to have been accepted by Congress in passing the Capper-Volstead 
Act and has been rather explicitly set forth by numerous State legislatures 
in the preamble to recent co-operative marketing Acts.” 

* E.g. a dairy company in N. Zealand may be registered under the Dairy 
Industry Act, 1908, and thus have power to require or accept the surrender 
of shares. This provision enables the membership to be restricted to actual 
suppliers, shares being surrendered and re-allotted when land is sold. The 
N.Z. Co-operative Pig Marketing Companies Act, 1933, contains similar 
provision. 
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between co-operatives and their individual members. As a result, 
enactments have appeared which override the common law, while 
others provide for the grouping of local co-operative units in dis- 
trict, State-wide, or national organizations. 

Voluntary Combination. The right of producers to combine in 
the marketing of their output has not been challenged in Aus- 
tralasia, as it was until lately in the United States. At the same 
time, it must be remembered that, until quite recently, organiza- 
tion among producers and traders in Australasia was not so exten- 
sive as to involve any degree of monopoly.^ Under pre-war and 
war conditions, with producers mainly dependent upon external 
markets and with price movements generally in their favour, it is 
not difficult to understand why organization had not followed the 
direction taken in the United States. Monopolistic tendencies in 
agricultural marketing in Australia, and to a minor degree in New 
Zealand, are so recent and have emerged under conditions so 
abnormal that the question of their legal status is not likely to be 
raised in the courts. For some time to come, it seems more prob- 
able that such of these quasi-monopolies as have not yet been 
brought within the ambit of the statute law will, if necessary, be 
confirmed. 

Compulsory Co-operation. The right of voluntary combination 
is generally not regarded as adequate to secure the objects which 
producers have in view. Though voluntary arrangements such 
as that effected in the Australian butter industry may be come to, 

^ The Australian Royal Commission on the Meat Export Trade (1914) 
found that combinations did not exist among stock buyers and meat 
exporters. The case of Australian dried vine fruits is an important excep- 
tion. With the assistance of the tariff, the Australian Dried Fruits Associa- 
tion was able to organize on monopolistic lines and to regulate prices and 
distribution. Though its activities were never challenged in the courts, 
substantial objection was raised against them. (See Report of Royal 
Commi.ssion in Victoria on Fruit, Vegetables, and Jam, 1915.) The nine 
authorized .selling agents of the Association were permitted to deal only 
with such retailers of dried fruits as would make a statutory declaration 
to the effect that they had not been directly or indirectly intere.sted in the 
purchase of dried fruits outside the Association, nor been parties to any 
breach or evasion of the Association’s regulations. One of the rules of the 
Association provided for the apportioning of fruit between local and 
export markets. The Commission objected to the exercise of these powers 
without any control by a public authority. The Association has since 
claimed to have submitted its regulations to the Commonwealth Attorney- 
General, who advised that they did not conflict with the Australian Indus- 
tries Preservation Acts. 
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they are always threatened by breach of agreement. Compul- 
sory co-operation/* as it is called, is already practised in certain 
States, notably in Queensland. It is difficult to find an analogue 
to this method of organization, either in the political or in the 
industrial sphere. The means whereby it is effected may, however, 
throw light upon its exact nature. Under the Queensland Primary 
Producers’ Organization and Marketing Acts, a prescribed num- 
ber of producers of a commodity may petition the Governor- 
in-Coiincil to apply the Act to such commodity. A subsequent 
petition may in like manner be made requesting that a poll be 
taken on the question of setting up a Board to control the market- 
ing of the commodity. The franchise is extended not only to the 
grower, but also to such of his sons as are over i8 years of age and 
working for keep and not for wages.^ A 6o per cent majority of 
those voting and a total poll of not less than 50 per cent of all 
those entitled to vote is required before a proposal to constitute 
a marketing board can be carried. It is then that “compulsory 
co-operation” begins, for the board has power to compel all 
growers to market their commodity through it and even to 
expropriate the produce.*^ It should also be noted that, as with 
the Parliamentary franchise, there is no property qualification. 
Some regard, it might reasonably be expected, should be had to 
the amount of each producer’s output in determining whether or 
not it shall be subject to control. The system appears, therefore, 
to require not too great a disparity of economic status as between 
individual producers and is, in fact, applied in the main to those 
sections of rural industry in which the range of size in the pro- 
ducing units is not great. It should be remembered, too, that so 
long as considerable gains are assured by this type of combination, 
the want of relation between voting power and farm output need 
not be a great disadvantage ; and, in any case, true co-operation 
aims at “a union of men, not a union of capitals.” 

Anti-trust Laws and Monopoly. The aim of producers’ com- 
binations since the war has been to maintain prices. It is signifi- 
cant of the circumstances in which the new methods were ushered 

^ In New South Wales, the age is now 21 years. 

* But a Marketing Board may not interfere with sales beyond the State. 
See Chapter II, Section 3. 
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in that no adequate provision is made in any of the statutes for 
the safeguarding of the consumer.^ This is all the more remark- 
able, since the existing anti-trust legislation, both in Australia 
and in New Zealand, is not aimed at farmers* combinations.* 
In any case the law has become practically a dead letter.® It 
appears to have been aimed at any large-scale industrial or com- 
mercial undertaking which might exploit consumers and, in 
Australia, was limited in its application, as most combinations 
were confined to a single State and the Commonwealth had there- 
fore no power to deal with them.^ The leading cases illustrate 
these points and show besides that it was impossible to get the 
courts to accept the view that any particular combination was 
responsible for a restraint of trade that was actually detrimental 
to the public interest. In 1912, the Commonwealth unsuccess- 
fully attacked an agreement between competing coal-owners in 
the Maitland and Newcastle districts of New South Wales. 
Though it was clear that increased prices had resulted, this fact 
was held to be not of itself against the public interest.® It was 
shown at the trial that cut-throat competition had lowered the 
standard of living of the mining communities, a circumstance 
which might be urged to-day on behalf of producers* organiza- 
tions. A New Zealand case® concerns a combination of millers 
which was alleged to be aiming at a monopoly of the supply and 
distribution of flour. The prosecution failed on appeal to estab- 
lish the fact that a substantial monopoly existed. 

^ The N.S.W. Marketing of Primary Products Act, 1927, provides that one 
consumers' representative shall be appointed to each Marketing Board set 
up ; but this is no safeguard on a board consisting of “ at least five members." 

2 In Australia, the Industries Preservation Act, 1906-30, based upon 
the United States' Sherman Act, 1890. In New Zealand, the Commercial 
Trusts Act, 1910, amended by the Cost of Living Act, 1915, so as to include 
"any article of food for human consumption and ingredients used in the 
manufacture of any such article." 

® For a discussion of the aims and working of the Australian Act see: 
Sir C. C. Wade — "Australian Anti-trust Legislation" (Journal of Com- 
parative Legislation, 1919, Third Series, Vol. I, p. 196) ; D. B. Copland and 
J. G. Morris — "Some Reciprocal Effects of our Anti-trust Laws" (Annals 
of the American Academy of Political and Social Science, January, 1930); 
H. L. Wilkinson — The Trust Movement in Australia (Melbourne, 1914). 

* Huddart Parker v. Moorhead, [1908] 8 C.L.R. 330. 

Adelaide Steamship Co. v. The King and Attorney-General of the Com- 
monwealth, [1912] 15 C.L.R. 65; Attorney -General of the Commonwealth v. 
Adelaide Steamship Co., [1913] A.C. 781. 

® The King v. Crown Milling Co, Ltd, and Others, [1925] N.Z.L.R. 753. 
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Recent Tendencies. The most recent development, viz. the 
organization of producers for the purpose of controlling home 
and export prices, has, in part at least, been legislated for by the 
Commonwealth and by some of the States. The Federal Govern- 
ment has even been constrained to amend the Industries Preserva- 
tion Act in order to promote concerted action between shippers 
and shipowners with a view to effecting savings in freight.^ The 
general tendency has been to remove any local obstacle which 
stood in the way of the export trades, just as the Webb-Pomerene 
Act of 1918 in the United States permitted combinations among 
firms for purposes of export. To some extent this development 
has been due to political expediency and perhaps to an equal 
extent to the desire to maintain equilibrium between the various 
branches of economic activity. Whether it will continue under a 
regime of rising prices or of increasing net returns due to a reduc- 
tion of costs remains to be seen. It is clear, however, that under 
such circumstances producers' combinations, as at present 
existing, could be definitely oppressive and that now that they 
have learned how to organize for this purpose, they may very well 
place upon the shoulders of the community a burden similar to 
that which high protection of manufactures has already placed 
upon their own. It is significant, perhaps, that, with the aid of 
the tariff, producers of sugar, dried vine fruits, and butter have 
striven to make the public subsidize their surplus production and 
to exact the last penny of advantage which protection affords 
them. They have not been concerned directly, if at all, to in- 
crease distributive efficiency nor to improve their services to 
consumers. It is true that the tariff could be turned, if need be, 
against the producers, yet it seems unlikely that any government 
would dare to take this course. 

The crisis policy of governments has done much to sweep away 
many principles of the common law and to advance the mono- 
polistic tendencies of some of the post-war legislation. Apart 
from the employment of the moratorium device in mortgage 
relief enactments to an extent that is definitely confiscatory, 

^ The Australian Industries Preservation Act, 1930, exempts agreements 
for the sea-carriage of goods made between shippers and shipowners from 
the operation of the principal Act. 
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there appears to be a growing inclination to restrict competition 
and to attempt to confer some degree of security by monopolistic 
control. Thus in New Zealand the Slaughtering and Inspection 
Amendment Act, 1934, gives the Minister of Agriculture, acting 
on the recommendation of the Meat Producers’ Board, power to 
fix the maximum number of stock that may be slaughtered in a 
given meatworks during a specified period. The Minister may 
also determine whether a works shall be extended or whether a 
licence shall be issued for a new works. The provision as to the 
quota of stock to be slaughtered has actually been applied. An 
attempt by government to prohibit the erection of a new dairy 
factory (and also of a cinema) was frustrated by the courts and 
no statutory power has yet been taken to overcome this check. 
The New Zealand Agriculture (Emergency Powers) Act, 1934, 
however, is wide enough to enable the Dairy Board to regulate the 
number of dairy factories and competition between them, but it 
appears that the powers would be exercised only with the consent of 
the companies concerned. It seems unlikely that the policy of col- 
lectivist control of economic activities will be reversed, though it 
has been tolerated largely because it was declared to be temporary. 

2. The Law and Producers’ Co-operatives 
IN Australasia 

Contractual Relations Between Co-operatives and their Members. 

We have seen that certain combinations in restraint of trade in 
the form of voluntary, and even compulsory, associations have 
recently been accepted as desirable and given a measure of legal 
recognition. In certain areas and in certain directions, however, 
producers’ organizations are still liable to find that their activi- 
ties conflict with the principles of the common and company 
law. The relationship between a farmers’ co-operative company 
(whose work includes the receiving, processing, manufacture, 
packing, and marketing of members’ produce) and its members 
is in practice, if not in law, quite different in character from that 
subsisting between an ordinary mercantile company and its 
shareholders. In the first case, the relationship is active ; in the 
second, it is usually passive, except upon what may be called 
critical occasions. It is this distinctive characteristic of producers' 
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companies which has given rise to legal difficulties. Thus, the 
contractual relations between co-operatives and their members 
have formed the subject of numerous judicial decisions since the 
war. The contracts have been attacked on several grounds, viz. 
(i) that a company by its articles cannot impose contractual 
obligations upon its members ; (ii) that provision for the auto- 
matic increase of shareholding with increase in the amount of 
business done with the co-operative offends against the principle 
of limited liability ; (iii) that the contracts, howsoever effected, 
are unenforceable as being in unreasonable restraint of trade; 
and (iv) that sums sought to be recovered from members for 
failure to deal exclusively with the co-operative or company are 
penalties, not liquidated damages, and therefore not recoverable. 

Restraint of Trade. Whether a contract is or is not in illegal 
restraint of trade depends upon whether it is fair and reasonable 
in its terms. Agreements have been held to be unenforceable on 
the following grounds : (i) that they were to continue in force 
during the whole life of the individual member ; (ii) that they 
covered the produce of all lands farmed or to be farmed, whether 
owned, leased, rented, or otherwise held ; (iii) that they bound 
the individual to supply his whole product wherever the co-opera- 
tive might be situated ; and (iv) that the supply of the whole 
product was not reasonably necessary for the protection of the 
co-operative company. 

The leading English cases furnish some clue to the attitude of 
the Dominion courts towards the relations between co-operatives 
and their members. In McEllistrim v. Ballymacelligott Co-opera- 
tive Agricultural and Dairy Society, Ltd,} the rules of the society 
requiring members to sell all their milk, the produce of cows kept 
by them within a defined area, to the creamery belonging to the 
society were held by the House of Lords, when read in combina- 
tion with other rules, having the effect (as interpreted) of binding 
the members without limit of time, to be ultra vires of the society 
and not binding upon the members as being in unreasonable 
restraint of trade. The want of limitation as to time rendered the 
contract between the society and its members bad in law. This 
case has been frequently applied in the Australasian courts. 

1 [1919] A.C. 548. 
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Exclusive Dealing Provision in Articles of Association. In 

Heron v. Port Huon Fruit Growers' Co-operative Association 
Ltd.} one of the articles of association of the co-operative pro- 
vided for exclusive dealing with it by members. The area from 
which the fruit was deliverable was not defined, nor was the term 
for which the contract was to run. The court held that the 
restraint imposed by the articles upon members in respect of the 
disposal of their fruit was not reasonably necessary for the pro- 
tection of the company and that, even if the provisions of the 
articles which imposed the restraint operated as an actionable 
contract between the company and its members (as to which 
quaere), they were an unlawful restraint of trade and unenforce- 
able. A similar application of the English case was made in 
Victorian Onion and Potato Growers' Association Ltd. v. Finni- 
gan.'^ Though the period of exclusive dealing was limited, the 
contract called for delivery of all onions or potatoes grown on any 
land in the State of Victoria in which the member had any 
interest whatever. Shalfoon v. Cheddar Valley Co-operative 
Dairy Co.^ was a case in which the respondent company had 
secured judgment in a lower court against a member who had 
failed to deal exclusively with it until his share capital was fully 
paid up, as required by the company's articles of association. The 
appeal w'as sustained, one of the grounds being that the company 
had purported to bind members to supply it wherever its factory 
might be situated. In the course of his judgment, Herdman, J., 
said that if the company had not provided in its articles that it 
could establish factories anywhere in New Zealand, he would 
have been inclined to hold that the clause in dispute, if for other 
reasons in restraint of trade, did not create a restriction which 
exceeded what was reasonably necessary for the protection of the 
covenantee. This readiness to take what might be termed a 
liberal view of what was reasonably necessary to protect the com- 
pany’s interests finds an echo in a recent English case, English 
Hop Growers Ltd. v. Bering.^ The defendant was a member of 

^ [1922] 30C.L.R.315. ^ [1922] V.L.R. 384. » [1924] N.Z.L.R.561. 

* [1928] 2 K.B. 174. Cf. the observations in Johnson v. Eltham Co-opera- 
tive Dairy Co., [1931] N.Z.L.R. 216, in which it was stated that if the 
terms of a contract of exclusive dealing are reasonable, the contract need 
not be void. 
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the plaintiff society which was registered under the Industrial and 
Provident Societies Act, 1893, and formed ‘‘to organize the mar- 
keting of home-grown hops ... by their sale through a single 
agency,** viz. the Society. By a written agreement he promised 
to deliver to the society all hops grown or produced by him during 
a period commencing in 1925, on certain land consisting of 63 
acres. The defendant broke this agreement so far as his crop for 
1926 was concerned and the court of appeal were unanimous in 
holding that the agreement was enforceable and was not unreason- 
able as being in restraint of trade. One judge observed that there 
was “nothing unreasonable in hop growers combining to secure 
a steady and profitable price by eliminating competition amongst 
themselves and putting the marketing in the hands of one agent 
with full power to fix prices and hold up supplies, the benefit and 
loss being divided among the members.** Scrutton, L.J., said 
that the case was one in which the court would view the restraint 
of trade as being imposed between equal contracting parties for 
the purpose of avoiding undue competition and carrying on the 
trade without excessive fluctuations and uncertainties and there- 
fore with more favour than in the case of a contract between 
master and servant in unequal positions of bargaining. The 
features that distinguish this case from previous ones are that 
(i) the term of the agreement was limited ; (ii) the land of which 
the produce was deliverable was clearly defined; and (iii) the 
agreement was not effected through articles of association. 

The question of the legality of binding members to exclusive 
dealing through articles of association has been fully considered 
by the courts. Biddulph and District Agricultural Society Ltd, v. 
The Agricultural Wholesale Society Ltd} is an authority to show 
that contracts with members may be embodied in the articles. 
In Shalfoon*s Case, Salmond, J., expressed the opinion that an 
incorporated company is entitled to make with one of its own 
shareholders any contract which it could lawfully make with an 
outsider.® It seems clear, then, that there is no reason why a 
contract between a co-operative and its members should not be 

^ [1927] A.C, 76, The appellant Society was registered under the 
Industrial and Provident Societies Acts, not under the Companies Acts. 

* This point is said not to have been finally decided in England. (Palmer’s 
Company Law, 14th Edn., pp. 37-38.) 
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embodied in its articles of association. But if a company wishes 
to rely upon a clause in the articles as a contract with its members, 
it must prove aliunde in the individual instance that such a con- 
tract was made. Such a clause would bind a member who could 
be proved to have agreed to it, and the contract having been 
established, the articles may be referred to as evidence of its 
terms. 1 In regard to the whole question, the observations of 
Salmond, J., in Shalfoon's Case at p. 584 are of interest: “The 
fact that in the present case and also in Macdonald v. Normanhy 
Dairy Co,^ this court and the Supreme Court have found it 
necessary to hold invalid certain provisions inserted in the 
articles of co-operative dairy companies for the purpose of secur- 
ing the effective conduct of their co-operative business may be 
thought to indicate that the provisions of the Companies Act are 
not adapted for companies carrying on this class of business. I do 
not think, however, that there is any basis for such an inference. 
The legal difficulties in which such companies have found them- 
selves involved are not due to any defect in the Companies Act, 
but to their own fault in attempting to make their articles of 
association do the work of express contracts entered into between 
the companies and the individual shareholders on the allotment 
or transfer of shares. With competent and careful legal advice 
and assistance in respect of their constitution and management, 
dairy companies should find no difficulty in carrying out their co- 
operative enterprise conveniently and successfully under the Com- 
panies Act as it stands, together with the special modifications 
of the Act already established by the Dairy Industry Act, 1908.” 

The Legislature in New Zealand was compelled to take notice 
of the decision in Shalfoon v. Cheddar Valley Dairy Co. in order 
to save producers' companies from its possible reactions. By 
Sect. 2 (3) of the Dairy Industry Amendment Act, 1924, existing 
contracts of exclusive dealing (save that which was the subject 
of the New Zealand Court's judgment) were validated and the 
companies given protection for a further six months after the 
passing of the Act. 

In the English Hop Growers' Case, it was objected that the 

* Johnson v. Eltham Dairy Factory Co. Ltd, [1931] N.Z.L.R. 216. 

2 [1923] N.Z.L.R. 122. 
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amount payable under the agreement, if the defendant failed to 
deliver his hops to the society, was a penalty ; but the court held 
that the plaintiff was entitled to recover the full amount claimed 
under the clause, because a breach such as that which had been 
committed by the defendant was capable of occasioning serious 
damage which it might be difficult to value exactly or ascertain 
beforehand. The damage was really the undermining of the mar- 
ket and the undermining of the existence of the plaintiff society. 
The Dominion courts have generally taken the view that sums 
sought to be recovered by a company from a member on default 
of exclusive dealing were penalties, and therefore not recoverable. 
For example, in the Port Huon Fruit Growers' Case, there was a 
provision in the articles that upon default the member should 
forfeit a certain sum per case or per pound of fruit for each case 
or pound disposed of otherwise than to the company. Though 
this might reasonably have been regarded as a maintenance 
charge, necessary to keep the company in being and its services 
available to the member should he desire to resort to it, it was 
nevertheless held to be a penalty. In Shalfoon's Case, the com- 
pany’s articles had provided for the payment as liquidated dam- 
ages of one pound per cow for each and every season or part of a 
season the member failed to supply milk to the company. It was 
said in the course of the judgment that a company by its articles 
could not impose on its members any pecuniary obligation over 
and above their statutory obligation to pay up the amount of 
their shares. 

Methods of Increasing Capital. One difficulty that co-operatives 
frequently have to face is that of providing for an increase of their 
capital pari passu with the increase of their turnover without 
resorting to persons outside their membership. They have sought 
to do this through their articles of association, but it seems that 
this simple device is not available to them. It is at this point that 
they are liable to find their actions in conflict with the principle 
of limited liability. The co-operative companies might, of course, 
make provision in their articles for the assumption by members of 
a capital liability beyond the amount actually called up, leaving 
an adequate margin of uncalled capital available when and as 
required. But calls could not be made only from those who 
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increased the amount of their dealings with the company. In 
Macdonald v. Normanby Co-operative Dairy Co, Ltd,, a clause in 
the articles provided that the directors might at any time require 
any shareholder to take up additional shares beyond the number 
held by him, so that such shareholder should hold shares in the 
company to the number computed on the basis of three shares for 
every 250 lb. of butterfat supplied by him. This article was 
amended by a resolution of a majority of the shareholders, the 
appellant inter alios dissenting. The alteration consisted of sub- 
stituting the words ‘*one share for every 60 lb. of butterfat” in 
lieu of the existing provision, thus increasing the liability of the 
shareholders beyond what was contemplated when they became 
members of the company.^ It was contended at the trial that the 
amendment of the articles offended against the provisions of the 
Companies Act as to limitation of liability, a contention which 
Salmond, J., referred to with approval in Shalfoon's Case, stating 
that a cardinal principal of the Companies Act was that the 
investor should purchase immunity from liability beyond a cer- 
tain amount. The court having found against the company, it was 
necessary to validate all other allotments of additional shares in 
co-operative dairy companies made in conformity with the terms 
of the articles of association.^ 

A later New Zealand case, Otaraia Co-operative Dairy Co, v. 
Flynn, shows that the provision in the articles of the Normanby 
Dairy Co. as to shareholders being required to take up additional 
shares was invalid, as well as the attempted amendment. The 
articles of the Otaraia Company provided that every shareholder 
supplier was bound to supply to it the milk from one cow for 
every share allotted to him and that he should hold as many shares 
as he milked cows. If for any of the reasons specified in the 
articles^ the shareholder was unable to continue to supply milk, 
he might determine his contract on payment to the company of 

^ In Hole V. Garnsey, [1930] A.C. 472, it was stated that a contract to 
take extra shares and incur extra liability which is not set forth but only 
introduced through a general power of the amendment of the rules is too 
vague to be enforced and is bad at common law. 

* By Sect. 2 (i) of the N.Z. Dairy Industry Amendment Act, 1924. 

* [1930] N.Z.L.R. 197. 

^ These included his death or the sale of his land, so that the payment, 
if valid, would have been inescapable. 

6 — (C.2Z9) 
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40s. for every share he held. The defendant having failed to 
supply milk, the company sued for the balance due on the shares. 
It was decided that even if the penalty of 40s. per share were 
severed from the other conditions, the remaining conditions 
were invalid and unenforceable as being in unreasonable 
restraint of trade and exceeding what was reasonably necessary 
for the protection of the plaintiff company both in time and 
space. 

It is now clear that a company cannot impose any variation of 
a contract subsisting between it and a member, if the member 
does not consent to such variation. A contract embodied in the 
articles of association is to be distinguished from a mere regula- 
tion of the company which could be imposed by its legislative 
authority even as against dissenters. 

Remedies for Breach of Agreement. The courts have seldom 
been asked to afford producers* companies relief by way of the 
equitable remedies of specific performance and injunction. In 
Pakenham Upper Fruit Co, Ltd, v. Crosby} the High Court of 
Australia, confirming the decision of the Supreme Court of Vic- 
toria, refused to afford such relief. The articles of the company 
provided that each member should deliver to the company at one 
of its packing sheds 95 per cent of his fruit immediately after 
each variety thereof should be ready, suitable, and fit for harvest- 
ing, but not later than a certain date in each year. It was held 
that, assuming an obligation in these terms was imposed on each 
member of the company, it was not one in respect of which the 
court should, in the exercise of its discretion, at the instance of 
the company grant specific performance or an injunction. 

Rights of Members. The rights of a supplier to a co-operative 
were considered in Walsh v. Maiamau Dairy Co,^ The articles 
provided that the member must not interfere with the company’s 
employees in the execution of their duty, and that the directors 
or manager might refuse to take the milk of any shareholder who 
infringed this by-law. Following upon a quarrel between the 
plaintiff and the company’s manager, the company refused to 

^ [1924] 35 C.L.R. 386. In another case an injunction was unsuccessfully- 
sought to prevent a member from seceding from a growers’ association. 

* [1918] N.Z.L.R. 850. 
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take the plaintiff’s milk. It was decided that there attached to 
the shares held by the plaintiff the right to have his milk pur- 
chased by the company. The refusal to deal authorized by the 
by-law must be confined to the occasion of the infringement or to 
the period of its continuance. 

Agency. In Bruce v. Good} it was decided that a co-operative 
dairy company acts as agent for its suppliers and that the com- 
pany is not a mercantile agent within the meaning of the New 
Zealand Mercantile Law Act, 1908. Suppliers retained the pro- 
perty in the cream even after it had passed into the physical 
possession of the company and had been manufactured; and 
therefore a guarantor of the company could not obtain through a 
bank which held a bill of lading the suppliers’ produce named in 
such bill of lading. 

It may appear to the layman that the courts in Australia and 
in New Zealand have done all that they can do to place legal 
obstacles in the way of the development of the co-operative 
movement. This view is, of course, not justified by the facts. 
Although a contract to supply a product cannot be attached by 
articles of association so that the contract will derive its force 
solely from the articles, a co-operative is not precluded from 
entering into agreements with its members individually. It may 
appear strange that this practice was not adopted in Australasia 
as in other parts of the world, e.g. Denmark. One reason that 
suggests itself is that the method attempted was simple, was 
calculated to make the member acquiesce more readily, and was 
especially suited to the circumstances under which the turnover 
of membership was considerable. The frequency with which land 
changed hands, as compared with older countries, made it desir- 
able to devise some means whereby the outgoing member could 
readily liquidate his obligations and the new member as readily 
assume them. Now that the sale of land is likely to be less 
frequent and the membership of a co-operative more stable, it is 
possible that the use of express contracts will be resorted to, 
though in some of the Australian States statutory enactments have 

1 [1917] N.Z.L.R. 514. But cf. Verco Bros. v. Chapman Bros., [1932] 
S.A.S.R. 309, [1933] 49 C.L.R. 306, in which it was held that a grower 
does not retain the property in wheat delivered to a merchant for subse- 
quent sale. 
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cleared away much of the difficulty by defining what the co-opera- 
tives are, and are not, permitted to do. 

3. The Australian Constitution and Inter-State Trade 
Historical Development of the Constitution since Federation. 
No adequate understanding of the various organizations for the 
regulation of internal markets in Australia is possible without 
some acquaintance with the relevant provisions of the Federal 
Constitution and with the development of judicial opinion in 
relation thereto. The stages in that development are fairly 
clearly marked. First, the constitution tended to be interpreted 
in such a way as to preserve the powers of the individual States, 
a view that was natural considering the difficulty experienced in 
inducing them to federate. Second, the courts during the war 
appeared to allow to the States powers which exceeded what was 
permitted by the constitution, but which might have been justi- 
fied as necessary to the public safety and welfare. Third, judicial 
interpretation has recently tended to concede to the Common- 
wealth in matters of trade powers which the States are declared 
not to possess but which the Commonwealth itself is evidently 
not forbidden to exercise. This latest development may appear 
somewhat paradoxical, for what has happened is that the States 
have called upon the Commonwealth to do for them what the 
High Court has declared they cannot do for themselves. A brief 
historical review may serve to elucidate this very difficult sub- 
ject, so far as it relates to attempts to build up marketing mono- 
polies for primary products in Australia. 

Sect. 92 of the Commonwealth Constitution provides that 
‘'trade, commerce, and intercourse among the States, whether by 
means of internal carriage or ocean navigation, shall be absolutely 
free.” Sect. 51 gives to the Parliament, “subject to this consti- 
tution,” power to make laws with respect to trade and commerce 
with other countries and among the States. The interpretation 
of these sections, but especially of the first-mentioned, has raised 
great difficulties for the courts, which have decided differently at 
different times. The crucial questions arising out of them are 
(i) whether the complete control of the marketing of a commodity 
by a State is invalid as being obnoxious to Sect. 92; and (ii) 
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whether the Commonwealth itself is likewise bound by the pro- 
visions of that section. Present judicial opinion is that a State 
is bound, but not the Commonwealth, by the provisions of Sect. 
92. Yet there is no certainty that the courts will not some day 
disallow the Acts which the Commonwealth has recently based 
upon that opinion. 

Before the war, when one of the architects of the constitution 
was concerned, as Chief Justice, with its interpretation, the High 
Court had given decisions favourable to a “State rights” view. 
If the precedent of the Canadian constitution had been followed 
and adequate powers conceded to the Commonwealth by the 
States, a vast amount of legal turmoil would have been avoided. 
Still, until 1914, it seemed to be fairly clear that the relations 
between the Commonwealth and the States should be regulated 
by the principle of mutual non-interference.^ By the decision in 
Rex v. Barger,'^ regulation of domestic trade and commerce was 
forbidden to the Commonwealth. It must be admitted, however, 
that a minority of the High Court was not willing to accept these 
views. 

The exigencies of war moved the course of judicial interpreta- 
tion out of the narrow path it was beginning to follow. The 
opinion was expressed by a leading member of the bar that the 
constitution had been given an interpretation during the.se times 
which would have been “quite unimaginable in time of peace.”® 
The High Court was first called upon to consider questions arising 
out of the exercise by States of their power of expropriation 
under eminent domain, in so far as inter-State trade might be 
consequentially effected. The New South Wales Wheat Acquisi- 
tion Act, 1914, gave the State power to expropriate wheat and 
purported to save inter-State contracts relating to wheat by 
limiting the application of the Act to contracts made within the 


^ In 1911, and again in 1913, unsuccessful attempts were made by 
referendum under Sect. 128 of the Constitution to give the Commonwealth 
power to deal with intra-State trade. Inter-State protection in pre- 
federation days was effected in devious ways (in addition to tariffs) ; e.g. 
by a W. Australia Act of 1880, the fee for a licence to sell local wine was 
£2 ; for wine of other States it was £50. 

* [1908] 6 C.L.R. 41. 

* An essay by R. G. Menzies, Esq., K.C. — “The Rule of Law during the 
War.“ Quoted in Kerr — Law of the Australian Constitution. 
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State for performance within the State. Despite this provision, 
wheat that was the subject of an inter-State contract was seized. 
In New South Wales v. The Commonwealth} it fell to the High 
Court to determine whether the State Act infringed Sect. 92 of 
the Constitution. It was decided that this was not a law relating 
to commerce, but to the liability of all private property to acquisi- 
tion in case of necessity and that it was not affected by Sect. 92. 
The effect upon inter-State trade was incidental to the purpose of 
the acquisition, the object of the Act being to acquire wheat to 
feed the citizens.^ The court decided in another case, however, 
that the New South Wales Meat Supply for Imperial Uses Act, 
1915, was invalid in so far as it purported to authorize the State 
Government to prevent the export of livestock to another State. ^ 
This judgment was almost immediately overruled in Duncan v. 
Queensland} a case in which the Queensland Meat Supply Act, 
1914, was similarly challenged. It may be a virtue that the High 
Court has always maintained the right to reverse its own decisions. 
In any case, its action left the States free for the time to expro- 
priate goods without regard to consequential effects upon inter- 
state trade, and this power of acquisition was later employed, 
wrongfully as it turned out, in order to regulate the dried fruits 
market. 

The efforts of the Commonwealth Government to achieve some 
measure of uniformity in the fixing of prices throughout Aus- 
tralia were responsible for a judgment which allowed it, during 
the then state of war, to fix the price of bread within limits of 
locality. Under different circumstances, this decision might have 
suggested that Sect. 92 did not bind the Commonwealth. 

After peace had been restored, the interpretation of the Con- 
stitution began to resume its former course. The Queensland 
Profiteering Prevention Act, 1920, which made it unlawful to sell 

^ [1915] 20 C.L.R. 54. 

* From the judgment of the Privy Council in James v. Cowan, [1932] 
A.C. 542, it appears that the Wheat Case was rightly decided, but for the 
wrong reasons. The view of the High Court in that case was that the 
Crown having become the owner could do what it liked with its own. Their 
Lordships considered that the real objects of the legislation should be 
looked to in order to see whether it was directed against inter-State trade. 

* Poggitt Jones 6* Co. Ltd. v. N.S.W., [1916] 2i C.L.R. 357. 

* [1916] 22 C.L.R. 556. 

* Farcy v. Burvett, [1916] 21 C.L.R. 433. 
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any commodity at a, price higher than the declared price, was held 
invalid so far as sales of commodities stipulated to come from 
another State were concerned.^ The decision in this case appeared 
to limit the occasion when articles might be removed from the 
scope of inter-State trade to expropriation by the State.^ 

Power of a State to Regulate Trade. From what has been said, 
it may perhaps be clear what are the difficulties which confront a 
State when it endeavours, either directly or indirectly through 
statutory bodies, to control the marketing of the whole of a com- 
modity produced within its borders. It does in fact possess the 
power to expropriate goods, and against the abuse of that power 
there is a political remedy available to the community, but no 
legal remedy available to the individual. ^ But the question 
whether the exercise of the power of expropriation does or does 
not infringe the section of the constitution requiring trade between 
the States to be absolutely free appears to depend upon the real 
object and the necessary effect of legislation which arms the 
Executive with powers of compulsory acquisition. An individual 
may not be deprived of his goods in order to prevent his exercis- 
ing his freedom of trade among the States. If the State requires 
the goods for its citizens or for itself, the fact that acquisition 
may incidentally affect inter-State trade does not render it 
invalid. But the Privy Council has destroyed the doctrine of the 
** magic of expropriation” in the wide form which was given to it 
in the Wheat Case. The view of the High Court had been that 
an act of expropriation by a State did not infringe Sect. 92, if 
the change of ownership was not directly conditioned upon the 
fact of inter-State trade but upon some other fact, e.g. the 
maintenance and preservation of an industry.^ 

Cases on the Regulation of the Dried Fruits Trade. These some- 
what recondite matters may in a measure be elucidated by 
reference to the trade in vine dried fruits. The growth of that 

^W. & A. McArthur v. Queensland, [1920] 28 C.L.R. 530* 

2 See Kerr — Law of the Australian Constitution, p. 82. 

* It has been laid down that where a constitutional power exists, the 
question of any abuse of it is one for the electors, not for the courts. 
{^Attorney-General for Ontario v. Attorney-General for Canada, [1912] A.C. 
571, per Lord Loreburn at p. 583.) 

* See, on this point, the dictum of Starke, J., in James v. Cowan, 
[1929-30] 43 C.L.R. 386. 



70 AUSTRALIAN AND NEW ZEALAND PRIMARY PRODUCTS 

industry since the war has resulted in an output vastly in excess 
of Australia's requirements. With the heavy fall in export prices, 
some means of making the tariff protection effective, and thus 
of securing a higher domestic price, seemed essential, if the 
industry was to survive upon the existing scale. Accordingly, 
the States concerned, in concert with each other and with the 
Federal Government, passed Dried Fruits Acts with the object of 
regulating the trade.^ The Acts purported to give absolute con- 
trol over dried fruits to the Minister (or to a Board) in each State, 
who was authorized to acquire them compulsorily if need be. 
There was also power to determine what proportion of any dried 
fruits in any year was to be marketed outside the Commonwealth. 
It remained for the States to share among themselves the internal 
trade, including that with the non-producing States, Queensland 
and Tasmania; and for the Commonwealth, when the courts 
frowned upon the State laws,^ to crown their efforts by itself 
making legislative and administrative provision with respect to 
inter-State trade. The Federal Act was passed in 1928 — An Act 
relating to trade and commerce with other countries and among 
the States in certain dried fruits."® The effect of Sect. 3 (i) of 
the Act is to prohibit (i) delivery of dried fruits for carriage to 
another State, (ii) carriage to another State, except as provided by 
the regulations.'* The regulations under the Act made provision 
for the issue of licences to carriers and others to trade inter-State, 

‘ All the Acts passed by the States owe much of their wording to the 
war-time expropriation Acts and especially to the Queensland Meat 
Supply Act and the N.S.W. Wheat Acquisition Act. Victoria : Dried Fruits 
Acts, 1924-32. Sect. 4 of the original Act empowers the Premier of 
Victoria (a) to join either with (i) the Prime Minister of the Commonwealth 
and the I’remiers of the States or any of them ; or (ii) the Premiers of the 
other States or any of them in any arrangement for concerted action in 
the marketing of Australian dried fruits. The section is reminiscent of 
the Wheat Scheme Acts of Victoria and W. Australia. S. Australia: Dried 
Fruits Acts, 1924-29. W. Australia: Dried Fruits Acts, 1924-29. N.S.W. : 
Dried Fruits Acts, 1927-33. Commonwealth: Dried Fruits Act, 1928. 

* In James v. S. Australia, [1927] 40 C.L.R.i, it was held that Sect. 20 
of the S. Australia Dried Fruits Acts, 1924-25, was obnoxious to Sect. 92 
of the Commonwealth Constitution, so far as it authorized a determination 
by the Board limiting the quantity of dried fruits that might be marketed 
within the Commonwealth. 

* The Commonwealth had already provided for the regulation of the 
export trade by the Dried Fruits Export Control Act, 1924. 

* Dried Fruits (Inter-State Trade) Regulations (Commonwealth Statu- 
tory Rules, 1928, No. 91). 
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such licences being issued by the “prescribed authority “ in 
each State, i.e. the State Dried Fruits Board. By the device 
of uniform State legislation, it was hoped to pave the way for 
Commonwealth-wide control of the industry and thus to get 
round the impediment of Sect. 92 of the Constitution. All the 
State enactments made formal provision for the saving of inter- 
state contracts and were expressed to be subject to the Federal 
Constitution. But it is evident that in this respect they did no 
more than pay lip service to that instrument ; for they purported 
to give power to determine antecedently that any inter-State 
contracts for the sale of dried fruits should be entered into only 
upon such terms as should not weaken the monopoly sought to 
be established. 

It is well perhaps at this stage to emphasize the fact that the 
State Dried Fruits Acts were at first held invalid, not because of 
the compulsory acquisitions provided for, but because the Boards, 
by apportioning the commodity between the export and other 
markets, were attempting the regulation of inter-State trade. 
Ever since the Wheat Case, it has been settled that the exercise 
of the power of expropriation is not of itself an infringement of 
Sect. 92 of the Constitution, and the State of South Australia had 
sought to rely upon that power after the decision in James v. 
South Australia, To the layman, puzzled by the fact that com- 
pulsory acquisition was but the first, though a distinct, step 
towards the regulation of inter-State trade, the words of the 
Chief Justice in James v. Cowan J when dissenting from the 
majority view, may be comforting. His Honour said that the 
distinctive feature of the New South Wales Wheat Acquisition 
Act, 1914, was that it authorized expropriation of the property 
as such simpliciter without reference to inter-State trade. The 
South Australia Dried Fruits Act made the repression of inter- 
state trade the causa causans of the expropriation, which was 
only the means selected to carry out effectively the attempted 
control of the inter-State trade. Dried fruits for consumption 

^ [1929-30] 43 C.L.R. 386. This was an action against the Minister for 
Agriculture of S. Australia for seizing plaintiff’s dried fruits, in which such 
seizure was upheld by a majority of the court. The judgment was over- 
ruled by the Privy Council in James v. Cowan, [1932] A.C. 542, their 
Lordships describing the judgment of Isaacs, C.J., as convincing. 
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within the State and for export beyond the Commonwealth were 
not compulsorily acquired and the remainder were and would 
necessarily be used for the purpose of inter-State trade operations. 

Constitutional Position of the Commonwealth with Respect to the 
Control of Internal and External Trade. The Commonwealth, 
having rushed in with its own Act to stop the leak which had 
developed, found its efforts checked by the courts in a somewhat 
unexpected manner. Since McArthur v. Queensland, it had been 
thought that the prohibition contained in Sect. 92 of the Consti- 
tution was not directed to the Commonwealth. What was said 
on this question in that case was, however, obiter and not vital to 
the judgment. In James v. The Commonwealth} it was now 
stated that the validity of a Federal Act or of regulations made 
thereunder cannot be attacked on the ground of interference with 
inter-State trade and commerce. Sect. 92 of the Constitution 
protects inter-State trade against State interference, but does 
not affect the legislative power of the Commonwealth. It was 
held that the Dried Fruits Act, 1928, did not give preference to 
one State over another, but that the Regulations made there- 
under did, and were therefore invalid as being obnoxious to 
Sect. 99 of the Constitution.^ The fact that Queensland and 
Tasmania were not concerned in the control scheme and that 
there was no “prescribed authority*’ (as provided by the regula- 
tions) in those States was fatal. This omission was immediately 
rectified® by the appointment of the Collector of Customs (a 
Federal officer) for Queensland and for Tasmania to be the 
“prescribed authority” in those States.^ Hence the Common- 
wealth Dried Fruits Act of 1928 remains in full force and the 
trade, both domestic and export, is effectively regulated. 

An instructive comparison may be made at this point between 

‘ [1928] 41 C.L.R. 442. 

* Sect. 99: “The Commonwealth shall not by any law or regulation of 
trade, commerce, or revenue give preference to one State or any part 
thereof over another State or any part thereof.” 

’ Commonwealth Statutory Rules, 1928, No. 135. 

* The “prescribed authority” for Queensland is now “the Chief Veter- 
inary Officer of the Department of Commerce in the State of Queensland ” 
(C.S.R., 1934, No. 164). Under the Commonwealth Dairy Produce Act, 
1933. the “prescribed authority ” for Western Australia was “ the Common- 
wealth Deputy Director of Navigation and Lighthouses for the State of 
Western Australia.” Such are the mysteries of constitutional law! 
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the dried fruits trade and the butter trade, Australian dairymen 
were able to achieve for some seven years, by purely voluntary 
means, the same object as was contemplated by the dried fruits 
trade, viz. a domestic price higher than the export price in the 
face of a considerable export surplus. A sectional committee in 
each State (excepting Western Australia, which was normally an 
importing State) regulated the trade to other States so as to 
diminish internal competition. As the arrangement was con- 
stantly threatened by breaches of agreement and defections, 
some producers, agitated for more effective control through legis- 
lation. The decision in James v. The Commonwealth having 
shown that the Commonwealth was apparently competent to 
regulate inter-State trade, a system of control similar to that 
applied to dried fruits was instituted. The Commonwealth Dairy 
Produce Act, 1933, is similar to the Dried Fruits Act, 1928, 
except that a poll of producers was required to be held. By a 
majority of 50 to i, the poll held on nth October, 1934, favoured 
the operation of the Act. As with dried fruits, the method of 
control is by the issue of licences to trade inter-State and the 
fixing of export quotas for producers.^ Each of the States has 
enacted the necessary complementary legislation whereby local 
Boards may act as “prescribed authorities. 

In the case of the commodities already noticed, the Common- 
wealth has been able to save the States from the crippling effect 
of the judgments of the courts. But it has not proved possible to 
do this in the case of the special marketing control instituted in 
Queensland, and to some extent elsewhere, because the articles 
concerned are produced in a restricted area. The Queensland 
Primary Producers’ Organization and Marketing Acts have been 
held to be unconstitutional in so far as they provide that com- 
modity Boards may acquire the total production without regard 
to the wishes of a dissenting minority. In order to restore the 
position the Commonwealth would have to legislate to set up 

^ See Commonwealth Statutory Rules, 1934, No. 50. No. 13 1. 

* Queensland ; Dairy Products Stabilization Act, 1933. N.S.W. : Dairy 
Products Act, 1933. W. Australia: Dairy Products Marketing Regulation 
Act, 1934. S. Australia: Dairy Produce Act, i934- Victoria: Dairy 
Products Act, 1933. Tasmania: Dairy Products Act, 1933. 

* The Peanut Board v. Rockhampton Harbour Board, [1932-33] 48 
C.L.R. 266. 
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“prescribed authorities*’ in each State for a dozen or more com- 
modities peculiar to Queensland and unlikely to be produced in 
other States. 

While it is clear that there is an express prohibition against 
the States interfering with inter-State trade in the manner already 
described, a margin is left for petty interference whereby one may 
seek to limit competition from the products of another. The 
States are not deprived of all power to regulate trade so that 
inter-State commerce shall in no wise be affected. They have, 
for example, quarantine powers which may be exercised in such 
a way as to exclude the products of other States. Thus in Ex 
parte Nelson} it was held (three judges dissenting) that the sec- 
tions of the New South Wales Stock Act, 1901, which restrict the 
movement of livestock into the State from another State, or 
colony, or country where disease exists do not violate the pro- 
visions of the Commonwealth Constitution either as to the power 
of quarantine, or of customs, or as to freedom of inter-State trade. 
That this case was doubtfully decided may be seen from the High 
Court’s refusal to allow Victoria to maintain an embargo upon 
potatoes from Tasmania and to deny them transit on the Victorian 
Railways to the Sydney market, though the Victorian Ministry 
claimed to be exercising quarantine powers.^ Again, it has been 
decided that a State may lawfully require that a motor vehicle 
shall pay a registration fee though it trades from another State.^ 
In Crothers v. Sheil^ it was held that the New South Wales Milk 
Act, 1931, did not contravene Sect. 92, though milk produced for 
consumption in a certain area was vested compulsorily in a Milk 
Board. 

Present State of Judicial Opinion. What is being sought in 
Australia is to establish monopolistic economic organizations with 
differential prices, which a unitary state would have no difficulty 
in legalizing. The present via media in economic policy whereby 
the Commonwealth does for the States what they cannot do for 

^ [1928] 42 C.L.R. 209. 

* It was asserted that the aim of the Victorian Ministry was to increase 
the State’s share of the Sydney market. State of Tasmania v. State of 
Victoria, [1935] 5^ C.L.R. 157. 

* See R, V. Vizzard: Ex parte Hill (50 C.L.R. 30), and Willard v. Rawson, 
[>933] 48 C.L.R. 316. 

* 49 C.L.R. 399. 
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themselves is leading to an absurd complexity of administration 
which some might hail as a prelude to collectivist control but 
which many will deplore as more costly than it is worth. And the 
whole structure is being built upon foundations for which there 
does not seem to be any unimpeachable legal authority. Despite 
the judicial decisions thus far arrived at, the question whether 
Sect. 92 of the Constitution binds the Commonwealth cannot be 
said to be yet finally answered, though the Commonwealth's 
power over inter-State trade would appear, on the present view, 
to be absolute, so long as it does not give preference to one State 
over another.^ It has been argued that the answer depends upon 
what construction is to be given to the provisions of Sect. 51 (i).* 
That Section is expressed to be “subject to this constitution" 
and it may therefore be asked whether Sect. 92, if it were directed 
to the Commonwealth, would nullify Sect. 51. Perhaps we may 
comfort ourselves meantime with the reflections of Rich, J., in 
James v. Cowan, where he said: “After many years of explora- 
tion into the dark recesses of this subject, I am content to take 
the decided cases as sailing directions upon which I may set some 
course however unexpected may be the destination to which it 
brings me and to await with a patience not entirely hoj^eless the 
powerful beacon light of complete authoritative exposition from 
those who can speak with finality." 

4. Co-operative Legislation 

Statute Law in Australasia. It may appear remarkable, but it 
is none the less true, that co-operative legislation of a distinctive 
character did not appear in Australasia until after the war.^ 
Statutes of the type of the Industrial and Provident Societies 

^ The dried fruits and dairy produce marketing legislation does not 
rest upon a really secure legal basis. 

* See P. E. Joske — “ Does Sect. 92 of the Constitution bind the Common- 
wealth?” (Australian Law Journal, September, 1930) Sect. 51 runs: 
“The Parliament shall, subject to this Constitution, have power to make 
laws for the peace, order, and good government of the Commonwealth 
with respect to : (i) Trade and commerce with other countries and among 
the States.” 

In James v. Cowan, [1932] A.C. 542, their Lordships said that it appeared 
to them to be unnecessary to undertake the difficult task of defining the 
precise boundaries of the absolute freedom granted to inter-State com- 
merce by Sect. 92 ; and elsewhere they observed that the application of 
Sect. 92 would remain for them an open question. 

* Danish co-operation was built up without any statutory provision. 
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Acts, as has already been observed, were in force in most of the 
Australian States and in New Zealand, but they contained no 
original features and were not generally availed of by agricultural 
producers. Legislation providing for financial assistance from the 
State for the erection of factories, mills, processing plants, and 
stores by co-operatives dates mainly from 1914 and is not other- 
wise concerned with the organization of rural industries.^ Loan 
applications under these Acts have not been as numerous as anti- 
cipated, partly because capital could be secured elsewhere under 
conditions often less exacting than those laid down by the state. 
Apart from these provisions, the encouragement by statute of 
agricultural co-operation, of the organization of rural industry, 
and of co-operative marketing has been undertaken on a con- 
siderable scale only in Queensland and in New South Wales and 
in the latter State the legislation has not been widely implemented. 

Provision in Queensland. The comprehensive code in Queens- 
land relates to the encouragement of co-operation, to the organiza- 
tion of rural producers and their industries, and to the marketing 
of primary products through pools. Its genesis may be traced to 
the Wheat Pool Act, 1920, and the Cheese Pool Act, 1921, though 
some precedent is to be found in the thorough-going regulation of 
the sugar industry from 1915. The Primary Producers’ Organiza- 
tion Act, 1922, was intended “to promote the agricultural and 
rural industries by the organization of the primary producers of 
Queensland in a completely unified national organization.” In 
the same year, the Primary Products Pools Act made provision 
for the extension of the pooling system by the constitution of 
boards representing growers of specified commodities. In 1923, 
special provision was made for the fruit industry by the Fruit 
Marketing Organization Act and for the promotion of co-opera- 
tive enterprise by the Primary Producers’ Co-operative Associa- 
tions Act. A considerable development of these statutes has taken 
place since their first enactment, but it will suffice to describe the 

^ E.g. Queensland : Co-operative Agricultural Production and Advances 
to Farmers Acts, 1914-19; Co-operative Sugar Works Act, 1914; Agri- 
cultural Bank Acts, 1923-31. S, Australia: Loans to Producers’ Act, 1917. 
Victoria: Cold Stores for Fruit Act, 1914; Primary Products Advances 
Acts, 1919-22. Tasmania: Advances to Fruit-growers Acts, 1918-19. 
New Zealand : Fruit Preserving Industry Act, 1913. Many of the so-called 
co-operatives are not distinguishable from ordinary mercantile companies. 
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existing position. The principal legislative provision is now con- 
tained in the Primary Producers* Organization and Marketing 
Acts, 1926 and 1928, which repeal the Primary Products Pools 
Acts. Fruit remains outside the general Act, but may be brought 
under it where growers so desire ; and wheat is still subject to the 
Wheat Pool Acts. The central body is the Council of Agriculture, 
elected from the members of the commodity boards and financed 
by precepts levied upon the latter.^ The function of the Council 
is advisory, its general aim being to further the interests of pro- 
ducers and their industry. Local Producers* Associations, which 
are registered by the Council, form a link between it and the indi- 
vidual farmer. These Associations may be organized on a com- 
modity basis or they may consist of producers generally in any 
district. They are able to furnish data to the Council of Agricul- 
ture and to the commodity boards as to local output and require- 
ments and are expected to take the initiative in rural matters. 
The commodity boards, which may control more than one com- 
modity or may amalgamate for this purpose, come into existence 
at the request of the growers. A prescribed number of these 
petition the Governor-in-Council to have their product declared a 
commodity for the purposes of the Act, and if no poll is demanded 
on the question (or, if demanded, is carried), the Commodity 
Board is elected by growers for a specified period and their pro- 
duct vested in it. The Board may also act as a Marketing Board 
or it may leave the sale of produce to the existing channels of 
trade, subject to such supervision as it may think desirable. The 
Boards may make levies on produce to cover their expenses and 
the amount of the precept paid to the Council of Agriculture; 
and may, subject to ministerial approval and to the growers* 
right to demand a poll, establish a fund by this means for insur- 
ance or any other object in the interests of growers. Somewhat 
similar provision is made for the organization of sugar producers 
through Mill Suppliers* Committees, District Cane Growers* 
Executives, and the Queensland Cane Growers’ Council ; but this 
Council has no control over the marketing of sugar, which is 

^ The Wheat Board and the Committee of Direction of Fruit Marketing 
are regarded as Commodity Boards for this purpose. By the Wheat Pool 
Amendment Act, 1925, wheat-growers were given the right to petition to 
come under the general pooling Acts. 
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otherwise regulated. Under the Fruit Marketing Organization 
Acts, 1923 and 1925, local associations in the various fruit-growing 
areas are provided for and sectional group committees represent- 
ing the several branches of the industry. The central body is the 
Committee of Direction of Fruit Marketing, which has full control 
over the marketing of all fruit subject to the Act.^ Provision is 
made in the Primary Producers* Organization and Marketing Act, 
1928, for removing any class of fruit from the control of the 
Committee of Direction and vesting it in a Commodity Board; 
and the Act may, if producers so desire, be applied to all fruit, in 
which case the Committee of Direction ceases to function. All 
the legislation has been made flexible, so that any particular 
degree or form of organization may be adopted. Again, it is 
purely permissive and cannot be brought into force, nor con- 
tinued in force, with respect to any commodity unless a majority 
of 60 per cent of votes in a poll of not less than 50 per cent of those 
eligible to vote is secured. Though some of the powers conferred 
may appear drastic, they are not beyond what is reasonably 
necessary for the successful administration of the law. Thus the 
Commodity Boards, subject to ministerial approval, are em- 
powered to issue (and withhold) licences for the manufacture of a 
commodity or for the carrying on of wholesale trade. A later 
amendment^ provides for the election of boards by the *‘ward** 
system where desired and gives the Governor-in-Council power to 
direct any board to raise by way of levy on a commodity a fund 
as security to meet any liability undertaken by government on 
the board’s behalf.^ 

The Queensland Primary Producers’ Co-operative Associations 
Act may be regarded as an extension of the widely current legis- 
lation relating to industrial and provident societies. It provides 

1 The power of the Committee to undertake the actual marketing of 
fruit was successfully challenged (Committee of Direction of Fruit Marketing 
V. Collins, [1925] 39 C.L.R. 410), but the amending Act of 1925 removed 
all doubts as to the Committee’s powers. 

* The Primary Producers’ Organization and Marketing, Fruit Marketing 
Organization, Wheat Pool, and Diseases in Plants Acts Amendment Act, 

1930- 

* The compulsory provisions of the legislation have been held to be 
invalid in so far as they may affect inter-State trade. The whole system is 
therefore in jeopardy, but is likely to be continued upon a voluntary 
basis, since any dissenting minorities would probably be small. 
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for the formation, registration, and management of primary 
producers* co-operative associations, which may be Local Pro- 
ducers* Associations registered by the Council of Agriculture 
under the provisions of the Primary Producers* Organization and 
Marketing Acts. Co-operative associations may be linked in co- 
operative federations and are authorized to carry on the usual 
activities of collecting, processing, manufacturing, packing, 
storing, transporting, and selling the produce of their members. 
They may also sell farm and domestic supplies and carry on co- 
operative agricultural enterprises. Recognition is expressly given 
by the Act to the contractual obligations subsisting between 
members and their associations, and between the associations and 
their federations. Contracts may be made requiring members to 
sell their product exclusively through the association for a speci- 
fied time and are to be deemed lawful notwithstanding that they 
might otherwise be held invalid as being in unreasonable restraint 
of trade. This provision for overriding the common law is the 
first instance in Australia with respect to agricultural co-operation 
and has been followed by New South Wales and Tasmania. 

Provision in New South Wales. New South Wales is the only 
other State to enact co-operative legislation upon what may be 
termed the grand scale. The Co-operation, Community Settle- 
ment, and Credit Acts, 1924-29, may be compared in their wide 
sweep with the Queensland Primary Producers’ Organization and 
Marketing Acts. Societies of various types may be formed under 
the New South Wales Acts for the purpose of promoting not only 
the economic, but also the social interests generally of members. 
Rural Societies are those which carry on the usual work of pro- 
ducers’ co-operatives with regard to processing, storage, market- 
ing, supplying requisites, services, etc. Trading Societies, which 
are authorized to carry on any business, trade, or industry, 
whether wholesale or retail, include such organizations as con- 
sumers’ co-operatives. The Act is sound in recognizing that the 
privileges accorded to co-operative organizations need not be 
confined to agricultural industry. Community Settlement Soci- 
eties are intended to acquire land and promote settlement by 
co-operative methods, and Community Advancement Societies to 
provide public utilities, including even factories, stores, abattoirs, 

7— (C.2I9) 
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etc. Building Societies, Rural and Urban Credit Societies, and 
Investment Societies are also provided for ; and societies that are 
similar in type may federate. Sect 77 (i) of the Act allows con- 
tracts of exclusive dealing between the members and their societies 
for stipulated periods. As in Western Australia, Tasmania, and 
Queensland,^ a restriction is placed on the use of the word ** co- 
operative," only a society under the Act being entitled to include 
the term in its name. By the New South Wales Co-operation 
(Amendment) Act, 1931, societies may require members to take 
up additional shares. 

In New South Wales separate provision for marketing is made 
by the Marketing of Primary Products Act, 1927, and subsequent 
amendments. The preamble states that the purpose of the Act is 
"to promote primary production by the formation of Marketing 
Boards representing producers and consumers of certain products ; 
to provide for the taking of polls of such producers prior to the 
formation of the board for the product in which they are con- 
cerned ; to confer upon such Marketing Boards power with respect 
to marketing the product and making certain levies on the 
producers ; to provide for the collection of statistics relating to 
produce, etc." As in Queensland, a Marketing Board may con- 
trol several commodities and similar wide powers are conferred 
with respect to the vesting of produce in the board and to its 
actual marketing. Ambitious and perhaps scarcely realizable 
provision is made regarding the duties of the Director of Market- 
ing under the Act, including inter alia the publishing of " forecasts 
of primary production in Australia and New Zealand and such 
other countries as the Minister may deem advisable." A Director 
of Marketing was appointed in July, 1927, and a State Marketing 
Bureau established, but the Act has not been much availed of by 
producers. Wool, dried fruits, and fresh milk are outside its scope, 
the first owing to the opposition of the interests concerned and the 
other two commodities because provision has elsewhere been made 
for them. The preliminary petition asking that a commodity 

‘ W. Australia: Companies Amendment Act, 1929. Sect. 2. Tasmania: 
Co-operative Industrial Societies Act, 1928. Queensland : Primary Pro- 
ducers' Co-operative Associations Act, 1923. The N.Z. Co-operative Pig 
Marketing Companies Act. 1933, provides that the companies are not to 
describe themselves as co-operative unless actually so. 
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be proclaimed for the purposes of the Act must be signed by loo 
producers or by not less than half of those engaged in the industry. 
Voting on this question is compulsory. A two-thirds majority, 
since reduced to 50 per cent, is required to carry a proposal to 
constitute a Marketing Board. 

Provision in Tasmania. The Tasmanian Co-operative Indus- 
trial Societies Act, 1928, represents a modest extension of the 
principles of the Industrial and Provident Societies Acts in force 
in most British countries. By Sect. 31 (2) agreements relating to 
exclusive dealing, if for a period not exceeding five years, are to 
be deemed lawful, and the Act contains a novel provision as to 
exclusive buying by members from their societies of any specified 
supplies or services. 

Wheat Pool Legislation. Since the war, the co-operative 
marketing of wheat through pools has been responsible for much 
legislation dealing with that commodity. As already noticed, 
the Queensland Wheat Pool Act, 1920, was the first post-war pro- 
vision for a permanent pool organization. In no other state is the 
whole crop controlled by one body. The Victorian Wheat 
Growers Corporation, as the wheat pool is named in that state, 
is authorized to engage in marketing operations by the Victorian 
Wheat Growers Corporation Act, 1921. The South Australian 
Wheat Pool for the year 1924-25 was given statutory recognition 
by the Voluntary Wheat Pool Agreement Ratification Act, 1924, 
extended in 1925 to cover subsequent harvests. In these two 
states, statutory provision is also made for the guaranteeing by 
the State Treasurer of advances made to the wheat pools by the 
trading banks, but finance is now made available through the 
Commonwealth Bank. In other respects there is nothing of special 
importance in the legislation dealing with wheat marketing. 

Generally it may be said that the co-operative legislation of 
Queensland, New South Wales, and Tasmania is fairly adequate 
to the needs of agricultural producers. It enables them to form 
such organizations as the special nature of their industry requires ; 
it frees them from the hindrance otherwise imposed by legal 
difficulties regarding monopoly and restraint of trade; and it 
covers most of the subsidiary activities relating to finance, storage, 
etc. While the legislative provision in the other states and in 
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New Zealand is less satisfactory, example and experience have 
been furnished upon which producers in those areas may, if they 
choose, base their claims to more adequate powers. 

5 . The Legal Background of Export Control 

Legislative Provision in Australia and New Zealand. Since 
the war, eight statutory authorities have been set up in Australasia 
for the purpose of regulating the export trade in meat, dairy pro- 
duce, dried, fresh, and canned fruits, honey, and wine.^ It is 
proposed to examine briefly the statutory provisions under which 
they are constituted. The first enactment was the New Zealand 
Meat Export Control Act, 1921-22. The preamble to this measure 
is significant in that it recognizes that a radical departure from 
previous economic policy was in contemplation. It recites that 
the economic welfare of the country had lately been adversely 
affected, partly on account of falling prices and partly on account 
of high marketing costs ; and that the establishment of a Board 
of Control to act as the agent of producers in all matters con- 
nected with the disposal of their produce would promote the 
public welfare. The statute is mandatory, its mere enactment 
bringing it into operation without further reference to the pro- 
ducing interests.^ Subsequent legislation, passed at a time when 
economic stress was not so great, is permissive and no statute has 
come into force unless a majority of producers has favoured this 
course.^ 

Nature of the Control Bodies. It will readily be understood that 
the method of constituting these statutory authorities and the 
definition of the powers they are to exercise raise problems of 
considerable difficulty. Although the control boards and the 
governments are emphatic that they are in no sense state organiz- 
ations, at least one government representative is appointed to 
each. Non-producer interests receive some representation in most 
cases, but producers are always in a majority. There is great 
variety in the methods of election which, in some instances, are 

‘ The marketing of Australian pearl shell is also subject to control, as 
was New Zealand kauri gum for a time, but these commodities are outside 
the scope of the present survey. 

* They had, in fact, been consulted beforehand. 

* E.g. the Australian Fresh Fruit Overseas Marketing Act, 1927, was 
not implemented. 
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complicated in character. The qualifications of electors are also 
variously determined. In some cases, to be a producer of a com- 
modity is sufficient qualification without reference to the quantity 
produced ; in others, the electorate is not composed of the general 
body of producers, but of the directors of factories where manu- 
facturing or processing takes place. Thus the Australian Dried 
Fruits Board is elected directly by the producers who exercise only 
one vote each. On the other hand, the Dairy Produce and Canned 
Fruits Boards are elected by the directors of factories and can- 
neries, but factories producing less than 25 tons of dairy produce 
per annum or canneries whose output is below 120,000 30-oz. tins 
are excluded. Additional votes are allotted to the factories in 
accordance with the scale of production and the system of 
preferential voting is in vogue.^ 

The method of electing the New Zealand Dairy Produce Board 
is the most elaborate of all. For the purpose of representation, 
the country is divided into three wards, two in the North Island 
and one in the South Island.^ Each supplier of a dairy factory 
may exercise one vote in his ward, though he may also vote in 
another ward if he supplies a second factory there. The votes are 
counted by factories, the names of these being printed on the 
ballot-papers. The returning officer then allots to the candidate 
receiving the greatest number of suppliers' votes at each factory 
additional votes, known as “tonnage votes," in accordance with 
the scale of production of each unit.^ The method of electing the 
New Zealand Meat Producers' Board is equally unique. The 
sheep-owners in the various electoral districts choose delegates 
who constitute an Electoral Committee. The number of delegates 
from each area bears some proportion to its sheep population. 
The Electoral Committee assembles in August of each year for 
the purpose of electing the producers' representatives to the 


^ The Regulations governing the constitution of the Australian Boards 
are: Canned Fruits Export Control (Poll and Election of Board) Regula- 
tions; Dairy Produce Export Control (Election of Board) Regulations; 
Dried Fruits (Election of Board) Regulations. See Commonwealth Statu- 
tory Rules, 1901-27, pp. 2761, 2788, 2822. 

* See Agriculture (Emergency Powers) Act, i934- Three members are 
appointed by the Governor-General, and the N.Z. Co-operative Dairy Co., 
the largest concern in the country, also appoints a member. 

* See N.Z. Dairy Produce Export Control Amendment Act, 1926. 
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Board. Sheep-farmers who own loo sheep or more are qualified 
to vote in the election of this Committee.^ Beef or pork producers 
as such do not participate. 

Powers Delegated by the State. The powers conferred on the 
produce boards are extensive. No export of a commodity may 
take place save in accordance with their determination and all 
export is controlled by a system of licences.^ The boards may 
enter into contracts for the shipment and insurance of produce 
as agents for the owners, may establish agencies in London, and 
expend part of their funds in advertising. They may, if they 
think fit, assume complete control of a commodity and market it 
on behalf of the owners. In order to finance the operations of the 
Boards, levies, as prescribed by regulation, may be made upon 
produce.^ Generally it may be said that the Boards have power 
to do all that pertains to the handling, transport, storage, insur- 
ance and sale of the commodities with which they are concerned, 
and that the extent to which this wide authority is exercised 
depends upon the policies formulated from time to time. 

It is not intended to venture into the realms of political theory 
in order to characterize these statutory bodies. So far as the 
general principle of limiting individual enterprise in certain 
directions is concerned, the issue is not merely a question of fact 
as to whether the new policy does or does not result in greater net 
financial returns to producers. The significance of the control 
boards as politico-economic entities is something to be pondered, 
as well as the social desirability of thus regulating the relations 
between individuals. It is evident from the hesitating and partial 
manner in which the new authorities have exercised their powers 
that the implications of this departure were not sufficiently 
realized at the time it was made. Like the Farm Board in the 
United States, the control boards were presented in effect with a 

‘ See Regulations under the Meat Export Control Act : Election of 
Producers’ Representatives (N .Z. Gazette, 7/6/23, p. 1612). Of the qualified 
electors the percentage exercising the franchise has been low, perhaps on 
account of the indirect method of election. 1923: 23*53 per cent; 1924: 
25*31 per cent; 1925: 26*27 per cent; 1926: 31*81 per cent. 

* Export control does not apply to Australian dairy produce exported 
to any port between the 90th and i8oth degrees of longitude and north of 
the 30th parallel of latitude.* 

* In Australia, the power to make levies is given by a separate Export 
Charges Act for each commodity. 
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blank cheque and a number of suggestions as to how it should be 
filled in. Indeed, had the interests concerned not been convinced 
that the powers conferred would be but tentatively exercised in a 
process of experimentation, they would never have subscribed 
their assent. So that the boards, from one point of view, are 
largely in the position of governments which implement policy 
with an eye upon the electorate and an ear constantly attuned to 
catch the note of current opinion. They are not to be confused 
with those statutory authorities which control some economic 
activity independently of any electorate, but are rather to be 
likened to a local body. The control boards have, in fact, the 
fundamental weakness that they are neither business concerns 
pure and simple, able to determine and pursue a fixed line of 
policy, nor mere political bodies and, as such, not directly con- 
cerned with the management of economic enterprises. In respect 
of one all-important matter, viz. the limitation of production,^ 
they have no power at all, nor would such power conceivably be 
conceded to them. It has been suggested that they represent a 
step in the direction of functional devolution, but this can only be 
true in the sense that they relieve governments, to some extent, 
of the troublesome business of devising measures to ease pro- 
ducers' burdens. The control boards do not, in fact, assume any 
function which the state had hitherto exercised or would nor- 
mally perform. 

The powers delegated to the boards by the state are beyond any 
that producers would be likely to accord to bodies constituted on 
the voluntary principle. So that it is hardly true to say that the 
producers are merely given the right to manage their own affairs 
through a corporate organization. The power to expropriate the 
whole product of an individual’s labour, even though tempered 
by a corresponding right to receive payment for the goods, is one 
that the state has not conceded to any other authority and which 
it would hesitate to exercise itself. The limited taxing powers of 
the control boards are inevitable and, in any case, not novel; 
while the sole right which some of them possess of making freight 

‘ The N.Z. Agriculture (Emergency Powers) Act, 1934. gives the Dairy 
Board power to "regulate the production of dairy produce." But this 
does not imply limitation of output. 
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and insurance contracts on behalf of the whole body of producers 
and traders is perhaps the one that can be most clearly assigned 
to them. 

The plenary powers conferred upon the control authorities 
leave little scope for dissentient interests to secure relief by legal 
action. In Australia, where it is associated with various forms of 
government financial assistance and lucrative exploitation of the 
internal market, there has been little desire to challenge the new 
regime. In New Zealand, considerable opposition developed when 
the Dairy Produce Board announced its intention in 1926 of 
taking complete control of marketing. This opposition was most 
manifest in the case of the proprietary factories. The Dairy 
Proprietary Association,^ proceeding by way of an originating 
summons, asked the Supreme Court to determine numerous ques- 
tions relating to the powers of the Control Board. The court 
refused to give any anticipatory interpretation of the Act or to 
construe the Board's statutory powers in the abstract without 
reference to facts and circumstances.^ As a consequence of this 
judgment, an action^ was brought by a proprietary factory seek- 
ing a determination as to whether (a) produce manufactured by 
a non-co-operative concern from milk and cream purchased out- 
right from farmers was subject to control ; and (6) dairy produce 
must actually be in existence before the Board could assume con- 
trol. The plaintiff company sought to establish that the Board 
was a producers’ Board and as such concerned solely with the 
output of co-operative concerns. The court had no difficulty in 
determining the first question in the affirmative, but was equally 
divided upon the second,^ which it remitted to the consideration 
of a fuller court.® 

‘ This was a protective society formed by the proprietary companies. 
The poll held on 17th October, 1923, had favoured the operation of the 
N.Z. Dairy Produce Export Control Act by 22,284 to 9255, which cannot, 
in the circumstances, be described as an overwhelming majority. 

^ Dairy Proprietary Association v. N.Z. Dairy Produce Control Board, 
[1926] N.Z.L.R. 535. 

* Waitaki Dairy Co. v. N.Z. Dairy Produce Control Board, [1927! 
N.Z.L.R. 543. 

* A similar point was raised in the Queensland Supreme Court in The 
Peanut Board v. Rockhampton Harbour Board. See Chapter II, Section 3. 

® As absolute control of dair^*^ produce was abandoned about this time, 
the question was never decided. 
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The control legislation necessarily made provision for the 
saving of existing contracts for the sale of produce. A New 
Zealand co-operative dairy concern, which had a protected con- 
tract of agency for the sale of its output, sought to have the pro- 
duce of additional factories operated by it after the passing of the 
Dairy Produce Export Control Act exempted from control. It 
was held that this produce was subject to control and further that 
the agent for the co-operative could not make shipping contracts 
in respect of any part of the company's output.^ 

6. Legal Prescriptions as to Grades and Qualities ; 

AND AS TO Trade Practices 

Nature of Prescriptions and Reasons for their Existence. The 
extent to which governments should prescribe standards for the 
regulation of trade is a matter upon which wide divergence of 
opinion exists. In one sphere, that of coining money and fixing 
standards of weights and measures, government prescriptions are 
accepted without question. But beyond this region attempts at 
regulation become more and more subject to criticism. Shall the 
state, for example, lay down standards of quality in conformity 
with which the exchange of goods shall take place, or shall it be 
left to traders and producers to decide whether or not any such 
action is worth while ? Or shall the state, entering a region where 
its claims may be even more stoutly resisted, assume a super- 
visory function over trade practices and ensure that the public 
interest is duly regarded in those forms of control which have 
been gradually and spontaneously evolved within the organized 
exchanges ? In some instances governments have even taken a 
step further into this dubious region by regulating market charges 
and selling commissions. Yet it may be said that in general the 
prescribed standards of quality constitute but the minimum 
required for the protection of the health of consumers or for 
safeguarding the community against the grosser acts of fraud. 
The quality of goods is, in fact, controlled in the main through 
Public Health Acts which prescribe hygienic standards for the 


• Southland Dairy Co. v. N.Z. Dairy Produce Control Board, [1927] 
N.Z.L.R. 805. 
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preparation of foodstuffs and prohibit the use of harmful ingre- 
dients or preservatives. The laying down of standard qualities by 
official prescription is much less widely resorted to. In some cases 
it represents merely the acceptance and imposition by the state 
of trade practices which have long been current, and it is success- 
ful only to the extent that it does not run counter to the estab- 
lished usage or to the degree of organization of the market. 
Generally, it may be said that the existence of official standards 
will depend upon — 

(i) Whether the trade in the commodity is, or is not, highly or- 
ganized (the economies due to buying on grade are then available) ; 

(ii) Whether distribution is effected through distant markets 
(in this case grading facilitates forward buying) ; 

(iii) Whether the main market is outside the producing country 
and the export trade is considerable ; 

(iv) The degree of competition in the consuming countries and 
the extent to which consumers are able to exact high quality and 
purity.^ 

Historical Development. The history of the development and 
prescription of standards of quality in Australasia furnishes some 
clue to the above conditions. Dairy produce and meat were the 
first commodities for which grades were officially laid down. In 
fact, the earliest provision in the British Empire for the official 
grading of butter and cheese was made by the New Zealand 
Dairy Industry Act, 1894.2 An effort to introduce compulsory 
standards failed in Queensland in 1897 and about the same time 
in South Australia, though in the latter State a voluntary system 
was reluctantly agreed to. Objection was based upon the un- 
desirability of state interference and the fear that prescriptions 
might go to arbitrary lengths. So long as the trade was largely 
in private hands from the factory onwards, the short-run interests 
of those concerned were liable to be prejudicially affected by 
compulsory hygienic and quality standards. In the ’nineties 

^ Exporting countries must, of course, have regard to the legal prescrip- 
tions of importing countries ; c.g. the prohibition of boric acid preservatives 
in butter in the United Kingdom has had reactions upon dairying practice 
in Australasia. 

* The earliest Act in Australia was the Queensland Dairy Produce Act, 
1904. 
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something was, however, effected in Australia towards the 
improvement of the quality of dairy produce by the provision 
of bounties on export where the required standard had been 
reached. Tasmania passed a Dairy Industry Act in 1910, but 
other Australian legislation came after 1914, and the South 
Australia Act is as recent as 1928.^ The export trade from 
Australia has not been so important in relation to total output as 
it has been in New Zealand; and, of the Australian States, 
Queensland was most dependent upon an export outlet for sur- 
plus production. These facts account largely for the failure of 
most of the States to legislate before the war. Local consumers 
may be left to accept the minimum standard of quality which the 
factories care to provide, but competition in export markets 
drives up quality standards and leads naturally to the compul- 
sory prescription of grades. The varying quality of Australian 
butter and the margin between its price and that of New Zealand 
may be in part ascribed to the lag in the passing of legislation, 
though the gap is now being rapidly closed. Still, many years are 
required to educate producers and factory managers and to 
induce buyers to purchase confidently on grade alone. 

Queensland, as an important beef-producing State, was first in 
the field with a statute to regulate the meat trade. The Live 
Stock and Meat Export Act, 1895, provided for the inspection and 
certification of meat intended for export beyond Australia. New 
Zealand made similar provision by the Slaughtering and Inspec- 
tion Act, 1900, which sought also to improve the grading of meat. 
Apart from Queensland, the Australian States did not take any 
steps to define standards of quality in the export trade, but the 
Commonwealth made general provision for the grading and 
inspection of all exports and imports by the Commerce (Trade 
Descriptions) Act, 1905.2 In 1903, New Zealand had taken 
similar general powers under the Products Export Act. Thus, 
quite early in the century, the need for exercising supervision 
over the quality of exported goods was fully appreciated and 
legislated for. 

^ Prior to this date standards for dairy produce were laid down by the 
Food and Drugs Regulations, 1908. 

* The Customs Act, 1901-25, contains additional powers. 
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Of the commodities not regulated by State prescription as to 
preparation, packing, and grading, wheat and wool are the most 
important. Although, as will be seen, attempts have been made 
to lay down official grades for wheat as is done in North America, 
the grading is left wholly to the organized exchanges.^ The 
quality of wool being as yet incapable of exact classification, its 
grades are perforce left to be determined by those engaged in 
the several branches of the trade. 

It is important to notice the complications which proceed from 
the existence of a federal constitution in Australia. The indi- 
vidual States retain full power with respect to matters affecting 
the public health. As they possess also the right to regulate 
industry within their own borders, they assist and supervise 
rural industries through their Departments of Agriculture. 
This power of control, which in the case of certain commodities 
they exercise in great detail, enables them to regulate the whole 
process of production and manufacture of such articles as dairy 
produce.* Since the Commonwealth controls external trade, and 
since that control involves some degree of supervision of the 
manufacturing process, a considerable amount of overlapping as 
between State and Federal jurisdictions exists. 

Grading Standards. Before discussing in detail the work 
undertaken by each of these authorities, it is desirable to outline 
the relations between them. Each State has its own system of 
official inspection for regulating the grade and quality of products 
sold within the Commonwealth. In many cases the standards are 
similar to those prescribed for the export trade, yet each State 
maintains its own staff of inspectors, except for dried and canned 
fruits, the grading of which, as well as the supervision of processing, 
is left by agreement to the Commonwealth officers. On the other 
hand, the inspection and grading of fresh fruits {e.g. apples, pears, 
oranges) is undertaken by the States on behalf of the Federal 
authorities, the State officers being responsible to the Common- 
wealth Department of Commerce. The conflict of interests 

^ Wheat may, however, be submitted to the State Departments of 
Agriculture for official certification, especially when shipped to destinations 
where there is no provision for arbitrations upon quality. 

• See, e.g. Victoria: Dairy Produce Act, 1931 ; Tasmania: Dairy Produce 
Acts. 1930, 1933. 
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appears to be most acute in the case of dairy produce.^ It is 
claimed, with some reason, that if the individual States did not 
complete their work of instruction and supervision by grading 
the final product, then their officers would be unable to trace back 
faults in manufacture and have them corrected. For twelve 
years after the passing of the Commerce (Trade Descriptions) Act, 
the examination of dairy produce intended for export was under- 
taken by State officials, acting under the authority of the Federal 
Government. When, in 1917, the Commonwealth took direct 
control and established the Dairy Branch of the Customs Depart- 
ment,^ New South Wales and Queensland continued to grade 
butter and cheese submitted for export. In 1921, therefore, the 
Commonwealth Government issued a Proclamation^ prohibiting 
the export of butter (or any container thereof) unless free from 
grade marks or indications of quality other than those applied by 
the manufacturer at the time of manufacture or by a customs 
officer. The State graders continue nevertheless to examine all 
butters and issue grade notes to the manufacturers as an indica- 
tion of the efficiency of their methods. Inter-State trade in butter 
and cheese not previously graded by State officials is prohibited 
in Queensland ; but it frequently happens that local purchasers 
demand Commonwealth grading, so that the produce is first 
submitted for export, graded and stored and then withdrawn 
later for State grading.^ The Commonwealth grade stamps are 
cancelled when the State grade mark is affixed, and there is often 
a discrepancy between the grades assigned by the respective 
authorities. The risk of deterioration of the produce owing to 
double thawing and handling is considerable. As the Common- 
wealth inspectors issue grade notes to manufacturers, it is claimed 
not only that State grading is superfluous, but also that the 
examination of produce by an independent authority is a distinct 

^ The Federal authorities took over the inspection and grading of meat 
for export in the case of Queensland from 1/2/1911 and since then the 
other States have fallen into line. 

* Transferred from 1/1/1927 to the Department of Markets, now the 
Department of Commerce. See Commerce (Trade Descriptions) Act, 1933. 

® Commonwealth Gazette, No. 77, 6/10/1921. Most States make provision 
(e.g. Victoria: Export Products Act, 1898) for requiring from exporters 
a certificate that the commodities are free from disease. 

* The Commonwealth Department of Commerce is endeavouring to 
eliminate this overlapping, which prevailed in N.S.W. for a time. 
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advantage. It is unlikely that the States would be willing to 
abandon the work of grading wholly to the Federal authorities, 
though such a course would be perfectly reasonable especially as 
the officials, by whomsoever employed, have as a rule extensive 
experience on the manufacturing side.^ The Royal Commission 
on the Australian Constitution proposed, indeed, that the 
Commonwealth should be given general legislative powers with 
respect to marketing in order to eliminate these complications.^ 

Under the Customs Act, 1901--25, and the Commerce (Trade 
Descriptions) Act, 1905-26, the Commonwealth exercises con- 
trol over the preparation, manufacture, grading, quality, pack- 
ing, and labelling of practically all foodstuffs (except wheat 
and flour) exported. Regulations made from time to time under 
these statutes set out the requirements in detail. The products 
to which these prescriptions apply include meat, dairy pro- 
duce, fruit, honey, maize, plants, seeds, etc. Not only are goods 
examined at the principal ports, but the process of manufac- 
ture prior to export is also under official supervision. Thus 
Commonwealth veterinary officers are stationed at all places 
where meat and meat products are packed for export. Meat- 
export slaughterhouses must be registered and must conform to 
the standard requirements regarding sanitation, etc. Stock is 
inspected before and after slaughter and the dressed carcasses 
are examined in order to ensure that they have been prepared 
in the manner prescribed. Packing, marking, and the use of 
registered brands are all provided for, as well as the conditions 
under which handling and transport shall be effected. The 
detailed grading of meat is left to the freezing works, only two 
broad grades, viz. “Passed for Export “ (Good average quality) 
and “ Approved for Export” (Fair average quality) being offici- 
ally laid down.3 The trade in New Zealand is regulated on similar 
lines, but no official grades are prescribed. ‘ Dairy produce being 

^ The position is discussed in Commonwealth Royal Commission on the 
Constitution. Minutes of Evidence, Part 3, p. 425 seq. 

• Report, p. 147. 

• Commerce (Meat Export) Regulations, Commonwealth Statutory Rules, 
1923, No. 36. 

^ Regulations under the Slaughtering and Inspection Act, 1908 (N.Z. 
Gazette, 3/4/1930)- Regulations for the marking of meat imported into the 
United Kingdom have been made, but are not yet in force. See, e.g. 
N.Z.Gazette, 20/9/34. 
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capable of more exact classification, four grades are specified by 
regulation, both in the Commonwealth and in New Zealand. 
Each package must be clearly marked with date of manufacture, 
the number of the churning (in the case of butter) or of the vat 
(in the case of cheese), and the registered brand. The national 
brand is affixed to packages containing produce of choicest"' 
grade or of first grade. The size of the containers is also prescribed, 
as well as the method of packing.^ All factories engaging in the 
export trade must be registered either under the State legislation 
or with the Controller of Customs ^ in Australia or with the Depart- 
ment of Agriculture in New Zealand. Other Australian exports, 
such as canned, dried, and fresh fruits, honey, jam, hares, rabbits, 
etc., are provided for under the Commerce (General Exports) 
Regulations.^ The extent of the requirements varies with the 
nature of the commodity and its importance as an item in the 
export trade. In New Zealand, similar comprehensive regulations 
with respect to products of minor importance have not been made, 
but several articles are separately provided for. Among these is 
New Zealand hemp, which is required to be packed in bales of 
specified size and weight, tagged and branded as prescribed, and 
submitted to the inspection of official graders at appointed stores.* 
Honey, fresh fruit, poultry, eggs, etc., are also subject to official 
inspection prior to export. 

Sect. 5 of the Australian Commerce (Trade Descriptions) Act, 
1926, provides that establishments where articles used for human 
food and drink are manufactured for export shall be constructed, 
equipped, and operated in such a manner as, in the opinion of the 
Controller-General of Customs, will admit of the articles being 
properly processed and graded under hygienic conditions. Accord- 
ingly, Federal officials supervise operations at fruit canneries and 
dried-fruits packing sheds. 

The supervision of the dairy industry up to the export point is 

^ Commerce (Export Dairy Produce) Regulations, Commonwealth Statu- 
tory Rules, 1930, No. 132. General Regulations under the Dairy Industry 
Act, 1908 (N.Z. Gazette, 18/5/33). 

^ Proclamation 99 under the Customs Act, 1923, which prohibits export 
in default of registration. 

* Commonwealth Statutory Rules, 1926, No. 22; 1932, No. 12; 1933, 
No. 22. 

^Regulations under the Products Export Act (N.Z. Gazette, 9/6/27; 
4/10/28). 
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left to the States and is undertaken in great detail throughout 
Australasia. As has already been observed, Dairy Industry Acts 
are in force everywhere. These statutes (or the regulations made 
under them)^ prescribe standards of sanitation on the farm, the 
method of testing milk or cream at the factory, and the apparatus 
to be employed and the qualifications required of those engaged 
in this work.2 Grades of cream are specified and, as a rule, the way 
in which its value is to be reckoned. In New Zealand, for example , 
factories are required to preserve a margin of at least ^d. per lb. 
between the payment for first grade and other cream. The 
methods of manufacture are in part prescribed in order to elim- 
inate as far as possible faulty product or dishonest practices. The 
care of milk and cream and of the finished product is subject to 
regulation, and the grades of butter and cheese correspond to 
those prescribed by the Commonwealth authorities. It must not 
be thought that this elaborate and detailed code has been forced 
upon the industry. In New Zealand and in all the Australian 
States, the officers of the Departments of Agriculture are in close 
and continuous contact with rural industry and the regulations 
represent in general the consensus of opinion as to how it should 
be conducted. Nevertheless, there appears to be great difficulty 
in ensuring hygienic treatment of milk on farms since in some 
areas low standards prevail and competition between factories 
and the fear of dismissal drives managers to accept and pay full 
rates for milk of inferior quality. The latest attempt to improve 
quality in New Zealand is likely to be more effective, since the 
regulations prescribe differential payments for milk according to 
grade and restrict the transfer of supplies to another factory 
during the producing season.^ 

‘ K.g. S. Australian Dairy Industry Act, 1928, General Regulations 
(S. Australian Government Gazette, 8/8/29, P- 333)- In Queensland, West 
Australia, and N.S. W. the Acts purport to deal with the export trade as well. 

* In some countries, e.g. Germany, Holland, Denmark, Ireland, training 
in a dairy school is required of all who desire to become creamery managers. 
In N.Z., dairy factory managers must be registered as such (Dairy Industry 
Amendment Act, 1933; N,Z. Gazette, 22/2/34). 

* N.Z. Dairy Industry Amendment Act, 1933: N.Z.Gazette, 22/2/34. 
The N.Z. Dairy Board controls the sale of all export butter below first 
grade to ensure that it is not retailed as standard quality. In Queensland, 
the Dairy Produce Act Amendment Act, 1932, prohibits factories from 
endeavouring to attract supplies by paying the cost of transport from 
the farm. 
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Regulation of the Distributive Trades. It is true that, in a 
measure, regulation begets regulation, and it is not surprising, 
therefore, that trade practices have come more and more under 
state supervision. The safeguarding of the broad economic inter- 
ests of producers by prescribing standards which all shall observe 
and thus ensuring that a commodity shall acquire and maintain a 
reputation for quality has been followed by measures to protect 
their direct financial interest in the result of their labours.^ To 
some extent the regulation of trade practices has been undertaken 
with a view to securing increased efficiency, but this is not the 
main object. The dairying industry, already strictly controlled 
on its productive side, has become increasingly subject to regula- 
tion in matters of finance. The basis upon which payment is to be 
made to suppliers of milk or cream to co-operative or proprietary 
factories is everywhere prescribed. In most cases, cream must be 
valued (apart from its intrinsic quality) upon the butterfat con- 
tent, though in Queensland and in New South Wales the basis is 
the yield of commercial butter. The overrun,'' i.e. the difference 
between the weight of butterfat and the weight of butter which 
it yields, must be calculated in a prescribed manner and certified 
by audit, so that each supplier will receive his due share of this 
surplus.^ In New Zealand, a supplier who is dissatisfied with 
the statement of the ‘'overrun" issued by a factory may apply 
for an independent investigation by the Government Audit 
Department. In Queensland, to take one instance, the method 
of keeping dairy factory accounts is prescribed and a standard 
system is imposed wherever the existing one is considered unsatis- 
factory. The advantages are twofold. In the first place, a sound 
system of accounting is ensured and, in the second, comparison 
of the financial results of the various factories is facilitated. 

^ In New Zealand, there is a unique provision for the protection of rural 
interests against the operations of what is vaguely termed “the Meat 
Trust.” A licence (under the Slaughtering and Inspection Amendment 
Act, 1918) to operate a meat-export slaughterhouse may be withheld or 
revoked by the Minister in his absolute discretion, if the licensee is carrying 
on business in a manner contrary to the public interest. One American 
firm was refused a licence, but the “trusts” now appear to operate freely 
and control many meatworks. 

* See, e.g. Amendment to Regulations under the Dairy Produce Act, 
1920: Testing of Cream and Basis of Payment (Queensland Government 
Gazette, 29/11/30). 

8 — (C.219) 
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The regulation of local trade in farm produce is widely under- 
taken. It is illegal, for example, to pack or expose for sale fruit 
or vegetables in such a way that the layer on view is not repre- 
sentative of the bulk,^ and standard sizes for fruit cases are 
specified.* A more novel departure relates to the regulation of 
the operations of farm produce agents, for which statutory pro- 
vision has now been made in three States.* Agents for the sale of 
specified produce must be licensed and are forbidden to purchase 
consignments forwarded to them, or be in any way interested in 
their purchase, without the written consent of the principal. In 
Victoria, an agent purchasing or taking over consignments must 
not charge any commission. No marketable produce may be cast 
away or destroyed and account sales must be rendered within a 
prescribed period. In New South Wales, the spreading of false 
rumours with a view to influencing prices is an offence (difficult, 
perhaps, to detect), as is also forestalling. The legislation has 
been most completely implemented in Queensland.* The methods 
of accounting are prescribed by regulation and the consignor has 
the right to inspect the agent^s books and make copies of entries. 
The rate of commission to be paid to agents is determined by the 
Commissioner of Prices, who administers the provisions of the 
Profiteering Prevention Act, 1920, relating to the prices of 
commodities and services.® The price of farm produce must be 
definitely fixed at the time of purchase or before delivery, which- 
ever is the earlier. Under the New South Wales Farm Produce 
Agents Act and Dried Fruits Act, power is likewise taken to fix 
the remuneration of agents.® From a general guarantee fund or 

‘ See, e.g. W. Australian Agricultural Products Act, 1929; Queensland 
Fruit and Vegetables Act, 1927. 

* Victoria: Fruit Act, 1915-17. Tasmania: Apples and Pears Act, 1918. 
Queensland: Fruit Cases Act, 1912-22. S. Australia: Sale of Fruit Act, 
1915-21. The S. Australian fruit-growers at first successfully opposed the 
operation of the Act. 

•Victoria: Farm Produce Agents Act, 1920-33. Queensland: Farm 
Produce Agents Act, 1917-28. N.S.W. : Farm Produce Agents Act, 
I927--32- 

* Regulations under Farm Produce Agents Act, 1917-28 (Queensland 
Government Gazette, 28/6/30). 

•See Industrial Arbitration Amendment Act, 1925, Sect. 5. 

* The N.S.W. Act has been unsuccessfully challenged as being obnoxious 
to Sect. 92 of the Commonwealth Constitution. In Roughly v. iV..SMF. ; 
Ex parte Beavis, [1928] 42 C.L.R. 162, it was contended that the Act 
could not apply to produce coming from other States and sold by agents 
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through a guarantor of an individual agent payment may be made 
when an agent fails to comply with the provisions of the Act, or 
to pay to consignors the proceeds of their consignments. Under 
the New Zealand Slaughtering and Inspection Amendment Act, 
1934, the Minister has power to approve the scale of charges for 
treating stock at meatworks. 

It may be said in conclusion that the steps taken to regulate 
trade practices and the quality of commodities have in general 
proved their worth. As part of the process of educating producers 
they have been invaluable in securing the gains which result from 
the confidence of traders in the reliability of the products. A 
public agency alone is capable as a rule of assuming this function 
since self-regulation is fundamentally weak in that it regards the 
interest of the trade rather than that of the community at large. 

under agreements with principals in those States whereby the terms of 
sale and the amount of the agent's remuneration were determined. The 
Act was upheld, but the decision remains doubtful. See also, Report of 
the Commonwealth Royal Commission on the Constitution, 1929, p. 149. 



CHAPTER III 

MARKETING CONTROL ORGANIZATIONS 

I. The Extent and Nature of Controlled Marketing 
The genesis of the control movement has already been considered 
in some detail. The post-war impulse to large-scale marketing 
can be clearly traced to war-time experience. During that period 
producers had become accustomed to stabilized prices and equal- 
ized returns; and with these went the idea that governmental 
intervention could be effective in securing considerable gains. 
Production and trade were brought to a focus, as it were, and had 
become in large degree subject to a sort of public control. Patri- 
otism, high prices, and an assured market all contributed to make 
this control not irksome at the time, and the statistical and other 
organizational work associated with it presented a detailed pic- 
ture of the trades concerned such as had never before been avail- 
able. Not only did mass marketing become, under the circum- 
stances, easily possible, but it appeared to many to offer a simple 
solution of all the problems of instability. Thus, on the side of 
technique and organization, the necessary experience for an 
adventure into peace-time control had been gained, and for the 
rest it was believed that the crucial difficulty of price mainten- 
ance, never in question during the war, would in large measure be 
overcome by the elimination of competition among sellers. Yet it 
must not be assumed that the system of bulk purchase alone 
awakened the new ideas. The outbreak of war, indeed, inter- 
rupted a conference of New Zealand dairy-farmers who were 
exploring the possibility of organizing their industry upon a 
national scale; and in Australia, the domestic trade in locally 
produced vine dried fruits had long been largely under the control 
of growers. The methods of marketing agricultural products in 
general were becoming more and more the subject of criticism 
before the war, so that deflation and disorganization merely 
assisted powerfully to give practical expression to ideas that had 
long been current. 

For the purposes of the present discussion, it is desirable to 

98 
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explain what is meant by the term ** control/' It is taken to 
include not only the actual or attempted regulation of trade by 
statutory bodies, but also voluntary efforts in that direction. 
These voluntary movements, it is true, have been aided in large 
degree through the creation by governments of the conditions 
pre-requisite to their success (e.g. tariffs), but in some cases 
they attack more directly and successfully than the statutory 
bodies the root problem of the maintenance of prices. 

The following instances will serve to distinguish the various 
types of organization. In New Zealand, for example, there is as 
yet no regulation of the internal trade in the four commodities 
which are exported under the supervision of the control boards, 
but regulation of the local trade in wheat and flour was made 
possible by purely voluntary means through the introduction of 
a high tariff and the securing of a measure of agreement among 
producers as to marketing policy.^ The same may be said of the 
domestic trade in dairy produce in Australia down to 1934. On 
the other hand, the regulation of the sale within the Common- 
wealth of vine dried fruits, and to some extent of canned fruits, 
is undertaken in association with the export control board con- 
cerned. The third type of organization is that developed in 
Queensland under the Primary Producers' Organization and Mar- 
keting Acts, and to a less extent in New South Wales under the 
Marketing of Primary Products Act. It is concerned for the most 
part with commodities that have only a local market in the 
State or in the Commonwealth. Lastly, there are the export con- 
trol systems of Australasia, which are of the national, plural- 
selling type, i.e. though regulation is upon a national basis, actual 
sales are effected through numerous private agents. All these 
types of organization, whether voluntary or statutory, shade 
into one another, but their main outlines are determined by the 
degree of dependence upon State, inter-State, or overseas markets. 

It is possible to account to some extent for the various forms 
that organization took and also for the fact that certain commo- 
dities remain outside the ambit of control. The stimulus to 
production of the early post-war years resulted in the appearance 

^ Statutory powers of control have since been conferred. See Section 3 
following. 
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of export surpluses of unprecedented magnitude. Under the 
circumstances, it was felt that, whatever the state of glut in 
markets overseas, something could and should be done to keep up 
prices at home. This conviction affords some clue to the develop- 
ment of controlled marketing within Australia. Commodities of 
which the export surplus is not so considerable as the quantity 
locally consumed are specially adapted to a system of regulation 
whereby low export prices can be supplemented by differential 
gains at home; and when these gains can be secured without 
prejudice to any of the interests concerned (always excepting the 
consumer), it is not difficult to induce producers, co-operatives, 
proprietary concerns, and traders to agree to restrictions. For 
these reasons, the internal control of dairy produce and dried vine 
fruits has been achieved with comparative ease. The same 
success has not attended the efforts to organize the internal trade 
in canned fruits, since canneries are extensively owned by private 
interests which have developed local connexions. These pro- 
prietaries are not prepared to jeopardize their present advantages 
in order to diminish the proportion of their output which the 
co-operatives are compelled to export. Generally, it may be said 
that where a large proportion of the individual producers of a 
commodity operate upon a considerable scale, or where its internal 
distribution or its direction into export channels is mainly or 
wholly in the hands of private interests, then the amount of 
regulation will be a minimum, or at any rate organization will not 
be upon a national scale. Wheat and wool may be taken as illus- 
trations of this principle. The survival of the grain merchant, 
despite the formation of producers' pools, is to be ascribed as 
much perhaps to the history of the trade as to his efficiency. Until 
the war, co-operative selling of wheat was unknown, and the pri- 
vate trader, with his extensive experience and powerful con- 
nexions, had a long start of the pools and could offer effective 
resistance when the producer sought to invade his sphere of 
activity. Yet it must not be forgotten that the merchant has had 
to yield some ground. In the case of wool, the resistance to any 
form of controlled marketing is probably as potent on the pro- 
ducers’ side as on that of the selling brokers. Operations on the 
large scale, whether by individual graziers or by land companies, 
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are common, and in such cases the right of independent action 
will not readily be surrendered. The selling brokers are even more 
resolutely opposed to control, whether its aim be simply the main- 
tenance of prices or the regulation of their commercial activities.^ 
As the interests concerned with wool auctioning are powerful 
enough to prevent the appearance of competitors of their own 
type, it is not surprising that co-operative organizations have not 
been able to any extent to displace them. In consequence, the 
amount of regulation in the wool trade is not beyond that in vogue 
elsewhere,^ and is designed merely to mitigate some of the worst 
effects of unrestricted competition and thus advantage both buyer 
and seller. The Australian meat-export trade falls likewise into 
this category, as the refrigerating-works are mainly in the hands 
of private interests and beef production is a large-scale industry. 

The establishment of the export control system was actually 
effected in those industries which contained a majority of rela- 
tively small producers and in which manufacture, processing, etc., 
were mainly in the hands of co-operatives. Here there were no 
large producing interests to be won over, nor private inter- 
mediaries whose services in marketing were indispensable. Yet 
even in this case, the extent to which the existing marketing 
agencies have been displaced is very slight. 

2 . The Aims of the System of Control 

Before any examination of the operations of the control systems 
is undertaken, it is pertinent to set forth the objects which they 
seek to achieve. The original aim was to maintain or increase 
prices and for this purpose it was hoped to set some limit to un- 
restricted competition and substitute a greater or less degree of 
monopoly.® It was believed that competition for markets between 

^ Many producers have financial interests in these firms and are opposed, 
therefore, to control both as farmers and as investors. 

* E.g. under the recently formed United States Wool Institute. The 
Commonwealth Wool Inquiry Committee recommended (November, 1932) 
that the supply of wool to the market should be regulated by the pro- 
hibition of export when necessary. 

® Cf. the somewhat prophetic remarks of the Tasmanian Director of 
Agriculture: “Why, therefore, do our agriculturists not recognize that 
the power which has raised the price of wages (.vie) and the co.st of living 
is capable of raising the raw products of the farm, at any rate as far as 
the consumption of these products in the Commonwealth is concerned." — 
Report, 1913-14. 
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producers or their co-operatives was a powerful influence in 
depressing prices and that either intermediaries, less given to 
competition among themselves, secured the benefit of this fall, 
or ‘that, even when it was passed on to consumers, it was not 
necessary from the point of view of ensuring the absorption of 
supplies. Hence collective marketing by some system of pooling 
and equalized returns was felt to be the major element in the 
solution of the farmer’s problem. This involved some regulation 
of supplies by means of orderly marketing, but there was no 
suggestion that state financial aid should be given, as in 
the United States, in order that stocks might be held off the 
market. Where such assistance was given, it was done with a 
view to enabling producers to move their goods into consumption 
at lower prices. It was not suggested that the control authorities 
should take any steps to limit production and so, in part at least, 
solve the problem from the side of supply. 

A second group of aims was bound up with the normal opera- 
tion of existing marketing agencies. Apart altogether from the 
element of speculation, the efficiency of the middleman was 
questioned and large economies were anticipated from the check- 
ing of wasteful methods of distribution. Hence it was generally 
accepted that by some measure of control of supplies an oppor- 
tunity would be incidentally afforded of regulating the work of 
distributors. 

The less spectacular objects of the new organizations were such as 
would not in general conflict with any of the interests concerned, 
but they were subordinated to the aims that have just been 
discussed. The improvement of methods of handling, grading, 
and preparation, and of the quality of the products, a matter of 
the very highest importance, was not perhaps given sufficient 
prominence. It is, in fact, not unfair to suggest that it was some- 
thing of an after-thought and only assumed its rightful place 
when it became evident that the more heroic measures would 
prove ineffective. 

Unlike the United States Farm Board, the statutory author- 
ities in Australasia were not expressly charged with the organiza- 
tion of a producer-controlled system of market distribution. This 
aim was, indeed, proposed in Queensland, but related chiefly to 
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produce sold on the domestic market. In any case, the co-opera- 
tive movement was already dominant, and any direct attack upon 
proprietary interests would have been neither just nor politic. 
Any extension of producers* co-operation that might result from 
marketing control would be incidental, rather than consciously 
procured ; and the same may be said of the view that organized 
distribution would reflect back on the efficiency of the farms. 
The boards may exhort farmers to improve their methods, but 
there is generally no machinery for evoking a response. 

The broad objective contemplated by the advocates of the new 
order, namely the placing of farming upon an economic equality 
with other industries, was accepted as desirable by other than 
agricultural interests, especially in view of the havoc which dis- 
equilibrium threatened to work elsewhere. How far the aims 
proposed for the system of collective marketing have been trans- 
lated into policy and what measure of success has attended the 
policy so far implemented now remain to be noticed. 

3. Control in Internal Markets 

Internal control, under statutory authority, has been adopted 
for a wide range of Queensland primary products, for three com- 
modities in New South Wales, and for vine dried fruits and dairy 
produce throughout the Commonwealth. There exist in addition 
certain minor and partial attempts at collective control or super- 
vision of marketing. That protection begets protection and that 
it is difficult to determine the logical limits of this policy is 
evidenced by the parcelling out of territory for purposes of dis- 
tribution. State vies with State in Australia in order to preserve 
the local market for producers within its borders.^ A further step 
in the direction of what may be termed decentralized protection 
has been taken in Queensland, where the sale of two commodities 
is regulated in one particular district and their movement into 
and out of the area subjected to supervision. The sugar marketing 
organization must be distinguished from the rest, as it is based 

' Cf. the late Lord Melchett — Imperial Economic Unity. “Within our 
own Dominions the confederation of the provinces of Canada, the States 
of Australia, and to some extent the Union of South Africa have produced 
internally great Free Trade areas.” (p. ii). This statement is not strictly 
accurate as regards Australia. 
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upon political, as well as economic, considerations and tolerated 
as part of the White Australia Policy. 

Queensland Marketing Organization. Some fourteen commod- 
ities,^ aggregating in value about three-quarters of the total 
agricultural production, are now marketed in Queensland under 
one or other of the statutes previously described. It is not pro- 
posed to discuss the work of each marketing board in detail, but 
rather to elucidate the methods they employ. 

(i) Price Regulation. For every controlled commodity, prices 
within the State are determined by the boards and in some cases 
those for inter-State trade as well. The general principle observed 
is that, without reference to the total production, the local price 
should be at least as high as those prevailing in other States and, 
where effective organization to that end exists, even higher. A 
large degree of monopolistic control is readily achieved in the case 
of those commodities of which the whole or the major portion of 
the Commonwealth production is raised in Queensland, since high 
tariffs, and even embargoes, restrict competition from overseas. 
A tariff and quota, for example, limit the import of Fiji bananas, 
and as production in New South Wales is small and Western 
Australia has only recently commenced planting, the Queensland 
monopoly is effective. It is not so in the case of maize, though 
Queensland is the only State which normally has a surplus. For 
this reason, it was hoped that by organizing the growers^ it 
would be possible to raise the price, instead of leaving it below 
Sydney quotations by as much as 8d. a bushel. Arrowroot and 
canary seed are in the same category as tropical fruits, and, 
though they are articles of minor importance, they serve to illus- 
trate the point that success in marketing is easily achieved when 
there is effective control of supply. Failing that advantage, other 
expedients have to be resorted to. Thus the aim of the Wheat 
Board is to secure the consumption within the State of all wheat 
locally produced. It is held that, with Queensland production 
normally deficient, an export of wheat in consequence of imports 
from the Southern States is wasteful, as well as damaging to 
local interests. The superior milling quality of the southern wheat 

^ See list on next page. 

* The proposal for a maize pool for the whole State was rejected. 
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QUEENSLAND 

Pools established under the Primary Producers' 
Organization and Marketing Acts 


Commodity 

When Established 

How Established 

Arrowroot . 

1923 

No opposition 

Atherton Maize . 

1923 

No opposition 

Barley 

1930 

81% majority 

Broom Millet 

1926 

No opposition 

Butter 

1925 

75% majority 

Canary Seed 

. 1922 

75% majority 

Cheese' 

1922 

91% majority 

Cotton 

. 1926 

No opposition 

Eggs . 

1923 

87% majority 

Honey 

1929 

No opposition 

Peanuts 

1924 

No opposition 

Northern Pigs 

1923 

No opposition 

Strawberries 

1929 

82% majority 

Wheat* 

. 1921 

97% majority 


Note. Fruit Marketing Organization Act : The Committee of 
Direction of Fruit Marketing was established in 1923 for three 
years. The Act provided for a ballot on the question of its con- 
tinuance at the end of the period, if 500 or more growers so 
requested. Till 1929, no such petition was received. In December, 
1929, the continuance of the Committee was confirmed by a 
majority of 87 per cent. There is also a Plywood and Veneer Pool, 
constituted in 1934 without opposition. 

^ Originally under the Cheese Pool Act. 

* Administered under the Wheat Pool Act. 
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is ignored, and, as its exclusion cannot be effected by agreement 
with the other States, the Wheat Board entered into an arrange- 
ment with the Queensland millers for the disposal of the crop. 
It is provided that the milling companies shall purchase and grist 
a given quantity (the crop permitting) each year, with the option 
of taking a further amount. The price to be paid is based upon 
the average weekly price in Sydney, plus 3d. per bushel.^ A 
similar arrangement is made with brewers, who purchase all 
barley of malting quality from the Barley Board. By these 
means, the ‘Tocal price’* policy is rendered effective and con- 
siderable disparity results. For the 1928-29 season, the average 
realization on wheat sold to the millers was 5s. 076d. per bushel, 
as compared with 3s. io*57d. on that exported.^ As the whole of 
the wheat that comes to market is disposed of through the Board, 
that authority is able automatically to equalize returns for all 
growers, no matter where their grain is sold. When a commodity 
is not under the physical control of a board, the process of 
apportioning shares in the more remunerative local market is 
more complicated. Queensland butter, for example, has been 
sold at three different prices for local, inter-State, and export 
trade. The State price, which is fixed by the Butter Board and 
is the highest in Australia, is maintained against competition 
from southern producers by an arrangement entered into with 
them. For inter-State trade, a lower price is accepted, but it is 
above the export parity. Cheese, of which the bulk of the 
Australian output is produced in Queensland, is also sold at an 
average of 2d. per lb. above the rates ruling in other States. The 
high local price is due in all cases in part to monopolistic organiza- 
tion, in part to the cost of transporting potentially competitive 
supplies. The methods employed to screw up prices necessarily 
vary with the conditions of supply. Thus a commodity may be 
wholly or mainly produced in Queensland ; it may be produced 
there in excess of State, but not of Commonwealth requirements ; 
its quantity may normally not suffice for State requirements, so 
that competing supplies come from other States ; or, finally, it 

^ Report of Commissioner of Prices under the Profiteering Prevention 
Act, 1920, for the year 1933-34. 

• Report of Auditor-General for Queensland, 1929-30, pp. 88, 89. The 
price to millers then was is. per bushel above the Sydney price. 
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may be such as is produced in excess not only in Queensland, but 
elsewhere in Australia. The marketing boards must frame their 
policy accordingly.^ 

The firmness with which the belief in the “local price “ doctrine 
is held may be illustrated from the manner in which it has been 
applied in order to assist pig breeders in the Atherton district of 
Queensland. Prior to the advent of controlled marketing in that 
area, the price for live pigs depended upon current quotations in 
Brisbane. The Pig Board’s aim was to raise the local price to the 
same level and even increase it above that by the cost of freight 
on outside supplies. The sale of the Atherton maize crop is like- 
wise controlled. The object of the maize growers is the same as 
that of the pig producers, namely to escape from the “domina- 
tion” of Brisbane or Sydney quotations. These district organiza- 
tions are significant of the tendency to form ad infinitum pro- 
tected groups within protected groups. If protection is good for 
Australia, surely it is also good for Queensland, and no bad thing 
for a portion of that State. A Gilbertian situation developed in 
regard to Atherton maize. Quantities of the grain were “smug- 
gled” across the boundaries of the district in defiance of the 
Maize Board and special regulations were, therefore, gazetted 
empowering members of the Board or any persons appointed 
by it or the police to examine within a radius of 50 miles of 
the boundary any vehicle believed to be carrying any of the 
commodity.2 

The raising of a series of protective barriers has made it 
necessary to devise methods of ‘equalizing the returns for certain 
commodities from the various markets.^ Producers of butter, 
cheese, and eggs, their co-operatives or any proprietary concerns 

^ The fact that the Queensland Marketing Acts have been held invalid 
in so far as they purport to limit the freedom of a producer to trade inter- 
state does not involve in practice the breakdown of the system, since few 
producers will wish to depart from it. Some peanut growers have, however, 
been selling direct since the recent decision of the High Court. 

* See Queensland Agricultural Journal, 1/7/30, p. 104. The maximum 
penalty is ;£500. 

* For the equalization method for cheese, see Report of the Auditor- 
General for Queensland, 1929-30, p. 95. For butter, see Queensland 
Government Gazette, 16/2/29, No. 35. Of the 1929-30 cheese production, 
28 per cent was sold in the State, 41*43 per cent elsewhere in Australia, 
and 30-57 per cent abroad. Of the 1929-30 butter production, 23J million 
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dealing in these goods, are free to choose their market, whether 
State, inter-State, or overseas, but they are all compelled to 
submit to the respective Commodity Boards particulars of 
monthly sales. On the basis of the quotations ruling in each mar- 
ket an adjustment is made upon all transactions, so that, as 
nearly as may be, the net return is the same no matter where the 
produce was sold. Claims are made upon co-operatives, firms, or 
persons who have secured returns above the average and pay- 
ments issued where required to effect equalization. Provision is 
also made for interim equalization on the basis of the anticipated 
price for produce sold abroad, minor adjustments being required 
later. Hence the delay in finalizing accounts may extend to some 
months and might not be tolerated in the absence of considerable 
gains. The method avoids all the difficulties of allotting quotas of 
the several markets to each producing unit. One of the objects of 
the scheme is to limit the effect of a fall in the London market 
upon Queensland prices by encouraging the interests concerned 
to export freely when production is at its peak. The local market 
is thus kept relatively bare. 

(ii) Regulation of Distributive Agencies. The Commodity 
Boards do not as a rule assume physical control of produce, 
though this is essential in the case of certain crops (e.g. cotton, 
peanuts, and canary seed) requiring preliminary treatment in a 
centralized plant owned and operated by the marketing authority. 
More usually, the producer is directed to deliver his output to an 
intermediary appointed by the Board. Articles such as honey 
and broom millet, of which the production is not considerable, 
are usually handled by a sole agent, who distributes supplies to 
merchants and manufacturers. In other cases, sales are made 
through agents approved by the Boards, these agents carrying 
out a policy laid down for them and supplying returns of all 
transactions, so that the control organization acts as a clearing- 
house for market information. Where co-operative or proprietary 
factories have established their own channels of distribution, 

lb. was sold locally, 4*7 million lb. inter-State, and 47*2 million lb. overseas. 
Only first-grade butter is taken into account for purposes of equalization. 
The total amount of claims and payments was: in 1928-29, £ 61 , 000 \ in 
1929 - 30 , ;ii02,428. For cheese, the amount in 1929-30 was £ 10 , 132 , 
when the total sales by the Board were slightly over 5000 tons. 
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they are appointed agents by the Boards concerned. Gener- 
ally it may be said that the existing marketing agencies are 
employed and left to function as freely as the policy of the new 
regime will permit. It is sometimes found that the control of a 
part of the supply is effective in maintaining prices. For example, 
the diversion of part of a fruit crop to the canneries by direction 
of the statutory authority may enable the distributing agents to 
secure satisfactory prices for the fresh fruit without any further 
intervention. The control system does not have any harmful 
effects upon the efficiency of the agents as they are not shielded 
from the play of competition and do not, as might perhaps be 
expected, enjoy sinecures. 

(iii) Fruit Marketing. Owing to the special position of Queens- 
land as a fruit producing State, a separate marketing organization 
has been devised for that commodity. The central body is the 
Committee of Direction of Fruit Marketing, which is elected by 
the members of the Sectional Group Committees. These Com- 
mittees each represent a section of the fruit-growing industry, 
e.g. bananas, pineapples, deciduous fruit, etc. Before the Com- 
mittee of Direction can assume control of fruit, it must give 
notice specifying the class it is intended to take over and submit 
the proposal to a poll of growers, if they so request. Any class of 
fruit may be removed from the control of the Committee of 
Direction and placed under a separate Commodity Board. 
Among the more important concerns of the Committee are the 
control of surpluses, the supervision and checking of growers’ 
grading, and the regulation of the agencies of distribution. Thus 
the Committee may arrange for short-period control of fruit when 
supplies are heaviest, or it may limit the control to a specified 
area. It is difficult for the Committee to intervene successfully 
when the agents are operating in other States, e.g. in Sydney and 
Melbourne, but some degree of supervision is attempted. 

It is true to say with respect to fruit, as indeed of many of the 
other controlled commodities, that the consumer is subsidizing 
the improvement of grading and quality and that in some direc- 
tions the cost is unduly heavy. 

(iv) Finance. At first, the advances to producers by the 
Boards were made mainly through the trading banks and backed 
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by State guarantee. Advantage was taken later of the facilities 
afforded by the Rural Credits Department of the Commonwealth 
Bank which was set up in 1925 and through which financial 
accommodation for periods up to one year is granted. However, 
there is no need for the boards as a rule to rely either on the State 
guarantee or on the Commonwealth Bank, because their effective 
control of supplies and consequent good security render their 
operations attractive to the commercial banks. In some cases the 
boards have accumulated funds which make them largely inde- 
pendent of credit institutions and in others the selling agencies 
are able to finance the sales themselves. Where it may be con- 
veniently done, these agencies also provide the funds for the 
administrative expenses of the boards by deducting a percentage 
of the receipts from sales. It is thus possible to avoid the less 
economical procedure of making direct levies upon producers.^ 
A conservative policy is pursued in the making of advances. In 
appropriate cases, the boards undertake hail insurance and they 
arc now empowered (subject to the approval of their constituents) 
to raise funds by way of levy for any purpose that is in the inter- 
ests of producers. Long-term credit facilities are not so readily 
secured. Some commodity boards find it necessary to acquire 
fixed assets, such as stores and processing plants, and the pro- 
vision in Queensland for State advances to co-operative associa- 
tions is not adapted to their needs. It has been suggested that a 
revolving fund should be established for long term loans, borrow- 
ings from the fund being rapidly repaid by charges upon produce. 
Some arrangement would have to be made, however, for trans- 
ferring capital interests from outgoing to incoming producers, as 
is done in most co-operatives. 

(v) Market Information. The feature of nearly all Australasian 
control schemes which commends itself to the economic investi- 
gator is the provision of more and more adequate statistical 
and other market information. The policy of the Queensland 
Commodity Boards is to secure full details of the operation of all 
sections of each trade, including even the financial transactions 

^ The making of levies upon commodities by Marketing Boards may be 
invalid as an infringement of the Commonwealth’s taxing powers. A State 
cannot impose excise duties and the marketing levies might be regarded 
as such. 
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of agents. By a system of standardized accounts and statistical 
returns, some working economies are effected and the weakness 
of any link in the distributive chain can be more readily discovered. 
By co-operation with other agencies, such as the Department of 
Agriculture and the Bureau of Agricultural Economics, the Coun- 
cil of Agriculture, which is the central organization for the whole 
marketing scheme, is able to forecast movements in production 
and check up in some degree upon the efficiency of the farms. 
The conditions are also ideal in many respects for the under- 
taking of direct marketing research, since it is possible to control 
so many parts of the mechanism of exchange. 

(vi) Some Problems and Comments. The progressive reduction 
of the percentage majority^ required to bring control into effect 
or to extend the period of its operation has not been prompted by 
a desire to maintain the system in the face of growing opposition, 
though it is, of course, now easier to initiate control. While 
proposals to bring commodities under the Marketing Acts have 
been from time to time rejected, in no case has the policy of 
control been reversed when once embarked upon. The boards 
are, however, always liable to be voted out when the prescribed 
term expires, if less than half of those entitled to poll favour con- 
tinuance. This contingency raises a difficulty for those bodies that 
have acquired fixed assets, and as the law provides for the winding- 
up of the boards under the Companies Act, considerable loss may 
ensue upon liquidation and producers may be no longer able to 
resort to the stores or plants upon which they depend. Accord- 
ingly, the Commodity Boards are recommended to form co-opera- 
tive associations under the Co-operative Associations Act, vest 
their fixed assets in the association, and thus secure perpetual 
succession. 

It is impossible to ignore the fact that the Commonwealth tariff 
has been particularly favourable to the new regime in Queensland, 
as an examination of the relevant items will show.^ In several 
cases the products subject to duties or embargoes are peculiar to 
Queensland and the rest of the Commonwealth can have no direct 
interest in their exclusion. 

^ From 75 per cent in the earliest Act to 6o per cent at present. 

2 See list on following page. 

9— (C.219) 
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THE AUSTRALIAN TARIFF 


Items of Assistance to Queensland 


Commodity 

British 

Preferential 

Tariff 

General 

Tariff 


l s. d. 

L d. 

Wheat, per cental .... 

Free 

2 0 

Barley, per cental .... 

2 o 

2 0 

Maize, per cental .... 

2 6 

3 

Butter and Cheese, per lb. . 

6 

7 

Eggs in shell, per doz. 

6 

9 

Honey, per lb. . 

li 

2 

Broom Millet, per cental 

8 o 

8 0 

Bacon and Hams, per lb. . 

3 

4 

Fresh Fruit — 



Bananas, per lb. . 

I 

I 

Citrus, per lb. .... 

oj 

I 

Other, per cental .... 

3 o 

6 0 

Desiccated Banana, per lb. . 

6 

6 

Fruits preserved in lujuid — 



J-pints and under, per doz. 

I 3 

I 9 

^•pints and over J-pints, per doz. 

2 6 

3 6 

Pints jind over J-pints, per doz. 

5 o 

7 0 

Quarts and over pints, per doz. 

lO o 

14 0 

Exceeding a quart, per gallon . 

1 3 0 

4 3 

Canary Seed, per cental . 

6 o 

7 6 

Peanuts, per lb. .... 

2 

4 

Arrowroot — 



Packed for household use, per lb. 



Other, per lb. .... 

I 

I 

Cane Sugar, per ton .... 

968 

968 

Raw Cotton — 



Linters, per lb. ... . 

I 


Other, per lb. .... 

3 

3 


Apart from possible reactions on consumption and undue 
stimulus to production, there are other checks upon excessive 
increases in prices. Rising living costs are ultimately reflected 
in higher labour costs through the machinery of the basic wage, 
and the final arbiter of prices is not, after all, the Commodity 
Board, but the State Commissioner of Prices. Yet these mills 
grind slowly, however sure they may be in the end, and it may well 
be that prices have been raised in certain instances to levels that 
represent merely a successful effort to exploit the community.^ 
Owing to the highly artificial nature of the Australian economy, 
it is not possible to make any estimate of the rightness of any 

‘ In his annual reports, the first Director of Marketing pointed to the 
high prices ruling in Queensland as a sure test of the value and efficiency 
of the new organizations. 
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internal prices by comparison with those ruling abroad ; and the 
test of declining consumption, difficult enough to apply even in 
the absence of disturbing factors, is not conclusive in times of 
depression. Time alone will show whether the price policy in 
general has been wise. Meantime, with such effective machinery 
for conferring benefits upon producer and consumer alike, it is to 
be hoped that the new regime will emphasize more and more the 
other aspects of its work. 

Australian Internal Trade in Dairy Produce. The Australian 
Winter Butter Pool instituted in 1917 constituted the first 
attempt at regulation in the domestic market. The Federal 
Committee then set up was supplemented the following year by an 
Advisory Committee in each State, whose main function was to 
assist in the determination of prices. Before the end of 1918, with 
the initiation of the Imperial purchase scheme, a system of con- 
tinuous control of dairy produce was instituted. The Common- 
wealth Dairy Produce Pool Committee then constituted was 
charged inter alia with the duty of equalizing returns as between 
local and export markets on a principle similar to that recently 
adopted. The Committee was concerned, however, not to raise 
internal prices, but to maintain them below the export contract 
rates. Still, the experience gained over a period of four years was 
capable of application to the changed circumstances following the 
peace. When government buying ceased, the trade in dairy pro- 
duce became “free” and for a time producers had no incentive to 
combine. Falling prices, however, stimulated a movement to- 
wards some form of internal control, but agreement was so diffi- 
cult to secure that the results were meagre.^ In the 1922-23 
season, a Queensland-New South Wales butter pool was formed, 
but operated for one year only. On the initiative of the Queens- 
land Council of Agriculture, a conference at which all the States 
were represented was held in Melbourne on 19th April, 1924. The 
meeting endorsed the principle of control, both internal and 
external, and asked the Commonwealth Government to create a 
statutory authority. However, the government intimated that, 

^ For the efforts that were made, see e.g. the Report of a Committee of 
Investigation appointed by the Council of Agriculture in Queensland 
entitled: “History of Queensland Dairying, together with Investigation 
of its Problems of Production and Marketing” (Brisbane, 1924). 
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owing to constitutional difficulties, it was opposed to the regula- 
tion of inter-State trade and to the fixing of prices, though it was 
willing to set up an Export Control Board. The following year, 
measures for the voluntary regulation of the internal market were 
at last agreed upon and the system of levies and bounties whereby 
the home price was maintained above the export level was 
adopted. The “Paterson Scheme,** as it was called,^ came into 
force on ist January, 1926.2 Almost all the butter manufacturers 
in the Commonwealth (excepting Western Australia) agreed to 
pay a levy as prescribed by the Federal Committee on every 
pound of butter produced.^ In return, they were to receive a 
bonus on all butter exported, so as to make the net realization 
from all markets approximately equal. The internal price was 
thus to be raised by the amount of the export bonus and main- 
tained to this extent above the London parity, allowance being 
made for movements in the exchange rates. For the first two and 
a half years, the scheme was not watertight, as the duty on New 
Zealand butter was only 2d. per lb. However, this was raised to 
6d. in June, 1928, on the expiry of the trade agreement and com- 
petition from outside is now effectively prevented, so long as 
Australian producers keep their internal prices within the bounds 
set by the tariff. The scheme depended for its success upon the 
fact that the greater part of the butter produced was consumed 
within the Commonwealth. If the proportion exported increased 
much, the average net return could be maintained only by 
raising the levy so far as to make internal prices prohibitive. 
On the other hand, if it were necessary to reduce the bounty 
while leaving the levy unchanged, internal prices would fall and 
the differential gains tend to disappear. This method of subsidy 
could not be applied, for example, to the New Zealand trade in 
which the proportion of export to home consumption may rise as 
high as seven to one.^ The Australian Stabilization Committee 

‘ After the Hon. T. Paterson, one of the originators of the scheme and 
later Federal Minister of Markets. 

* Two States did not participate until later in the year. 

* By 1928, about 98 per cent of the butter factories were in the scheme. 

* Even so, a proposal has been put forward for differential prices in 
New Zealand (N.Z. Dairyman, December, 1930). The reconstituted N.Z. 
Dairy Board, in conjunction with the Commission of Agriculture, appears 
to be considering the matter once more. 
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was, in fact, compelled to vary its rate of bonus in accordance with 
fluctuations in production, and in one year it even refunded part 
of the levy as production had heavily declined. Good seasons have 
probably exercised more influence upon output than the stimulus 
of high internal prices. Marketing policy, too, has played an 
important part in determining the degree of resistance that local 
prices can offer to movements in London quotations. Thus, when 
export takes place freely and stocks do not accumulate in Aus- 
tralia, prices there need not follow a downward movement in 
London, especially when this occurs during the Australian winter.^ 
On the other hand, prices in Australia may be influenced to some 
extent by those fixed by the Export Board for f.o.b. contracts, 
the final London realizations on which are not known until a 
month or two later. Partial drought in a State may cause a rise 
in price even in the face of surplus production elsewhere in the 
Commonwealth. Hence, with so many factors to be accounted 
for, it is not possible to expect any close and continuous con- 
nexion between internal and overseas prices, though there must 
be some measure of correspondence in the long run. A reference 
to the diagram of price changes (see following page) will show that 
the Australian market was compelled to follow London during the 
peak of the production season and that it was largely independent 
during the period when export is a minimum.*^ 

The central body which administered the Paterson Scheme was 
the Australian Stabilization Committee, which consisted of pro- 
ducer members of the Dairy Produce Export Control Board. This 
Committee determined the rate of the levy and of the bonus on 
butter, the levies being collected by the State Stabilization Com- 
mittees. The stabilization organization was not set up, however, 
for the purpose of regulating the internal trade. As competitive 
selling within and between the States continued and many factories 
appeared to be willing to accept something less than the full 
advantage of the tariff and the bonus scheme in order to quit 
their output locally, it became imperative to devise some means 

^ Yet the Australian Dairy Board decided to withhold shipments of 
butter during part of the 1932-33 season, the year, significantly, when the 
Paterson Scheme broke down. 

* The high prices in Queensland are due mainly to the existence of a 
State Butter Board which effectively controlled supplies. 
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of overcoming this difficulty. Accordingly, in 1929, the Austra- 
lian Dairy Produce Inter-State Committee was set up, with sec- 
tional committees in each State. The State Committees^ fixed 
local prices, determined shortages (if any), and issued permits to 
firms to import from other States when necessary. They were not 
concerned to interfere with the ordinary channels of trade, except 
in so far as it might be necessary in order to maintain prices. 
Prices for inter-State trade were agreed upon between the State 
Committees, subject to the arbitration of the Federal Committee. 
Shipments on consignment to Western Australia were not per- 
mitted and prices for that market were based upon the lowest 
eastern wholesale rates. 

Many difficulties were encountered in the administration of 
these two complementary control systems. Apart from the threat 
to the Paterson Scheme from the side of production and the fact 
that a few factories resolutely refused to participate, with con- 
sequent high profits to themselves, there was and is a powerful 
incentive to make butter on the farms, as it cannot be levied upon.^ 
Some complaint was made, too, that Western Australian pro- 
ducers were reaping the benefit of the bonus system without con- 
tributing to it, though it was conveniently forgotten that the 
Western Australian consumer was paying dear for eastern butter. 
Again, it is true that States, such as Queensland, with a heavy 
export quota, gain more than those which consume the bulk of 
their production at home. Yet the troubles of the Stabilization 
Committee were trifling compared with those of the State Dairy 
Produce Committees. Some factories failed to observe the 
official quotations or, even where they had signed the agreement, 
made concessions by way of discount and otherwise. The border 
trade was also difficult to control, especially if a much higher 
price was ruling perhaps a few miles away. 

This scheme of voluntary subsidy was replaced by a system of 
statutory control, jn May, 1934. By the Dairy Produce Act, 1933, 
the Commonwealth paved the way for the regulation of inter- 

^ The State Committees were composed of representatives of producers’ 
organizations, co-operative distributing associations, and private traders. 

* The Australian Stabilization Committee regarded butter sold off farms 
as subject to levy, but it appeared to have no illusions as to the impossi- 
bility of collecting anything. 
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State trade. On the second reading of the Bill, the Minister of 
Commerce said that it would not come into operation until the 
State governments took steps to protect consumers against an 
unreasonable increase in local prices above London parity. The 
effect of the Act and of the Regulations made thereunder^ is to 
compel the export overseas of any butter and cheese not required 
for home consumption. This means, of course, not required for 
consumption at the higher Australian price, because the quantity 
consumed per head per annum is about 30 lb., as compared with a 
New Zealand consumption of about 37 lb. As in the case of the 
control of the domestic trade in dried fruits, the regulations pro- 
vide that a licence to trade inter-State will be issued to a dairy 
factory only on the condition that the licensee complies with the 
export quotas fixed by the Minister of Commerce. There are in 
each State “prescribed authorities’* (generally the State Dairy 
Produce Board) who administer the details of the scheme. It has 
not proved easy to secure the ready co-operation of all the States. 
Queensland, with an export of 76 per cent of its butter output 
(over 40,000 tons),^ stands to gain most from the regime. While 
New South Wales has expressed no objection to this, other 
States, and especially South Australia, were not so amenable. 
South Australia has an important butter trade across the border 
to Broken Hill in Victoria which it desired to safeguard. Again, the 
new scheme requires States to export up to the amount of the quota 
fixed for Australia as a whole (there would else be legal difficulties 
about giving preference to one State over another) and hence 
import into some States from others becomes necessary at certain 
times .3 Tasmania and South Australia have, therefore, been given 
the right to determine the local price of imported butter. This 
might some day be shown to conflict with constitutional law, if 
the local price of imported butter in Tasmania and South Aus- 
tralia should ever be fixed at less than the price in the exporting 
States. Nor does the scheme appear to possess much value for 
Western Australia, whose annual export surplus is small. 

^ Commonwealth Statutory Rules, No. 50, No. 131, 1934. Any con- 
signment exceeding 10 lb. in weight comes under the Regulations. 

* Report of Queensland Department of Agriculture, 1933-34. 

* There may be appreciable loss in consequence from transport and 
handling charges. 
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The question of fixing and maintaining local prices and equal- 
izing prices as between home and export markets is, in fact, still 
the crucial difficulty of the butter control, for a reasonable degree 
of uniformity is necessary if the subsidy is to be fairly shared out. 
This is a matter with which the Commonwealth is not competent 
to deal, as it cannot regulate intra-State trade, and the States 
themselves are evidently not prepared to legislate uniformly so as 
to establish a statutory system of price control. It has been 
found necessary, therefore, to constitute a body for this purpose. 
On 20th March, 1934, the Commonwealth Dairy Produce Equal- 
ization Committee Ltd. was incorporated under the Companies 
Act of New South Wales. The chief objects of the company are : 
(i) to secure equalization of prices ; (ii) to fix a basic price at which 
all butter sold at home or abroad shall be taken into account for 
purposes of equalization; (iii) to prescribe the amounts to be 
charged in the process of equalization against such items as trans- 
port and handling, discounts and allowances. The company has 
a capital of thirty-six £1 shares, of which eight each are available 
to Queensland, New South Wales, and Victoria, and four each to 
the other States. The shares are held by members of the State 
Dairy Boards, which furnish the directors. The company has no 
authority over any dairy concern except those which voluntarily 
sign its agreement. The agreement does not become effective 
until it has been signed by companies representing 50 per cent of 
the total quantity of dairy produce manufactured in the Common- 
wealth durirfg the year ending 30th June, 1933. The agreement 
operates for twelve months, after which six months' notice of 
termination may be given. Under it the company has power 
(i) to levy on dairy produce for administrative expenses and for 
the establishment of a Commonwealth equalization fund, as under 
the Paterson scheme ; (ii) to make or require payments to or from 
the dairy companies in order to effect equalization ; (iii) to allot 
quotas of the local market to each company, which agrees to 
pay a penalty for overselling in that market and which is entitled 
to compensation if it does not reach its quota. In determining the 
average price upon which to base the equalization as between 
home and export, the company takes the price fixed by it for the 
domestic trade and, for Great Britain, the average of the prices 
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ruling in London for Australian shipments between the 7th and 
14th day following the arrival of each shipment.^ 

Despite the elaborate arrangements that have been made, the 
dairy produce scheme is not by any means watertight. Some day, 
when economic lunacy is a less prevalent disease, the Australian 
consumer may rebel against the “forcing off the local market*' of 
much that he might himself enjoy. Bickering among the States is 
not likely to be completely and permanently overcome and, as has 
been observed, the legal basis of the whole scheme is not beyond 
question. In the face of a continuously expanding output, the 
home price cannot be maintained at a level that will furnish an 
adequate subsidy for the export surplus. Again, breaches of 
agreement with the Equalization Committee Ltd. may occur and 
it is at least possible that the courts would regard these agree- 
ments as invalid as being in unreasonable restraint of trade, 
though that doctrine has come to possess great elasticity during 
the past decade. The more effective the monopoly becomes, the 
greater the opposition that is likely to develop and success will 
merely breed failure. The production of butter substitutes is 
rigidly regulated^ but the relaxing of that control is an instrument 
always ready to hand. The wisest policy for those who direct the 
dairy produce scheme would appear to be to strive to narrow 
the margin between home and export prices so that it may 
ultimately disappear.^ 

The Marketing of Australian Sugar. In pursuance of its policy 
of withdrawing from the field of trade, the Commonwealth 
Government abandoned in 1922 the control of the sugar industry 

' The adjusted price of butter for June, 1934, nd. per cwt., 

based on a local price of 140s. and a London price of 66s. The local price 
in N. Zealand (including exchange) was then 87s. 6d., and the local price 
in Denmark equivalent to 159s. 

* Legislation that was originally designed to protect the consumer is 
now being used to bolster up the dairy-farmers’ monopoly; e.g. the 
N.S.W. Dairy Industry Amendment Act, 1932, provides, in effect, that 
butter and margarine shall not be manufactured within 100 yards of each 
other. 

* The estimated cost of the butter subsidy for all States (excluding 
W. Australia) was, for 1932-33, 8 s. iid. per head of the population. 
(Report of Committee of Inquiry on effect of controlling butter, etc. — 
S. Australian Parliamentary Papers, 1934 ) Total taxation (Commonwealth 
and State) was in that year 3s. id. per head. For the first year of the 
new butter scheme, the gain to the four eastern States is stated at £4 
millions, a gain of £1,882,000 over the Paterson Scheme. 



THE AUSTRALIAN BUTTER TRADE 


I. Particulars Relating to 
(a) Levies and Bonuses (aggregate ) — 

1928 . . Levies jii.yog.ayG 

Bonuses 21,689,546 

1929 . . Levies 22,115,582 

Bonuses 119,193 

1930-31 • Levies 23,400,967 

(18 months) Bonuses 23*^46.944 


THE Paterson Bonus Scheme 

1931- 32 . Levies £2,625,076 

Bonuses 22,219,067 

1932- 33 • Levies 22,794*194 

Bonuses 22.767,040 

1933- 34 • Levies 22,585.986 

(10 months) Bonuses £2,750,592 


(b) Rates of Levy and Bonuses per Pound — 


Date 

Levy 

Bonus 

Date 

Levy 

Bonus 

1/1/26 to 11/12/27 

lid. 

3ci. 

1/1/31 to 31/3/31 

i|d. 

3id. 

12/12/27 to 31/12/27 

lid. 

4d. 

1/4/3 1 to 1 1/4/3 1 

ifd. 

3d. 

1/1/28 to 30/9/28 

lid. 

3d. 

1 2/4/31 to 2/4/32 

i|d. 

2id. 

1/10/28 to 31/12/28 
1/1/29 to 31/12/30 

lid. 

lid. 

3d. 

4id. 

3/4/32 to 1/5/34 

lid. 

3d. 


II. Internal and External Trade 
(a) Home Consumption of Butter per Head (lb .) — 

1927-28: 29*7. 1928-29: 29*8 1929-30: 29-84 1930-31: 28-91 

1931-32: 28-96 1932-33: 29 27 1933-34: 31*05 


(b) Production and Exports (Tons ) — 


Year 

Production 

Exports 

Percentage 

Exported 

1925-26 . 

122,015 

43.258 

35*45 

1926-27 . 

112,740 

34*271 

3039 

1927-28 . 

125,016 

44,270 

35*41 

1928-29 . 

129,412 

45*733 

35*33 

1929-30 . 

134*139 

48,065 

35*83 

1930-31 . 

156.431 

72,848 

46*56 

1931-32 • 

174.335 

90,018 

51*63 

1932-33 ■ 

187.354 

101,040 

53*93 

1933-34 • 

201,284 

109,062 

54 -i 8 


III. Comparative Returns 



Australia 

New Zealand 

Argentine 


s. d. 

s. d. 

5. d. 

London Price per cwt.. 

80 0 

80 0 

80 0 

Exchange Premium 

20 0 

20 0 

26 81 

Export Bounty . 

28 0 

— 

— 

Gross Return 

128 0 

100 0 

106 8 

Deduct — 




C.i.f. Charges . 

13 5 

12 6 

II 8 

Levy 

16 4 

— 

j — 

Duty in U.K. . 

— 

— 

15 0 

1 

Net Return per cwt. . 

98 3 

87 6 

80 0 


1 1 1 



^ Argentine exchange taken at 36 pence to i dollar. 
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which it had shared with Queensland since 1915. The eiPfect of its 
intervention during this period was to prevent internal prices from 
rising to the level ruling in the world market. The new arrange- 
ment is still based upon an agreement between the governments, 
but the Commonwealth is no longer responsible for administration 
or for losses. It aims at keeping prices above the world level, so 
that the sugar grower has been compensated for his earlier sacri- 
fices. The Queensland Government continues to acquire the crop 
each season by Proclamation under the Sugar Acquisition Act, 
1915. It appointed a Sugar Board in July, 1923, to undertake the 
administrative work. The Board is responsible for the delivery of 
raw sugar from the mills to the refineries and for its preparation, 
distribution, and sale. It also deals with the sugar produced in 
New South Wales,' where there are only two crushing mills, and 
with the export of surpluses. The price payable to the Queens- 
land grower is regulated by the Sugar Cane Prices Board in 
accordance with the rates fixed by the inter-government agree- 
ment for the raw and refined product. The refining is in the hands 
of two companies, one of which operates plants throughout 
Australasia. These concerns act as the agents of the Sugar Board 
under a system of fixed allowances for the financing of sales and 
the distribution of the commodity to merchants. 

The tendency for benefits to flow off to intermediaries when 
systems of control are instituted, ostensibly for the advantage of 
producers, may be well illustrated at this point. The shares of 
the large sugar-refining company rose from £46 on 22nd December, 
1932, to £63 los. a year later, and stood at £42 los. on 20th 
December, 1934, after the capital had been doubled by a revalu- 
ation of the assets and the dividend had been halved. It seems 
fair to suggest that, in the case of concerns which are secured by 
the operation of control schemes, there should be some statutory 
limitation upon the amount they distribute to shareholders out of 
their earnings and that the balance should be paid to the state. 

‘ A small amount of beet sugar is also produced at Maffra, in Victoria, 
but it is not in the scheme. Production rose sharply in 1931 to over 
5000 tons, as compared with 3000 to 3500 in previous years. The proposed 
State-aided factory at Warmambool would aggravate the surplus sugar 
problem, but it is perhaps felt that Victoria should share in the good 
things as well as Queensland. 
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The latest agreement between the Commonwealth and Queens- 
land was entered into in June, 1931.^ The embargo on the import 
of sugar grown by black labour is extended until September, 1936, 
and the tariff of 6s. 8d. per ton continues. The maintenance of 
this protection is contingent upon the observance of certain con- 
ditions respecting internal prices, losses on export, etc. It is 
provided that uniform wholesale and retail prices shall prevail 
throughout the Commonwealth, the industry bearing the cost of 
transport to Western Australia and Tasmania. These prices were 
renewed for three years, but might be altered in accordance with 
variations in the volume of production and in wage rates and 
labour conditions in the industry, etc. Manufacturers for home 
consumption receive a rebate of about 16 per cent and sugar is 
supplied to manufacturers for export at a price in bond equal to 
world parity. This price is determined by an Export Sugar Com- 
mittee, which is composed of one representative each of the 
Commonwealth Government, the Queensland Sugar Board, and 
the export manufacturers. There is also a Fruit Industry Sugar 
Concession Committee to arrange rebates on sugar used in canning 
and jam-making. Losses on the sale of surplus sugar abroad are 
borne by the industry. 

The dangerous consequences of high internal prices have in 
part been realized. Production has mounted steadily in Queens- 
land and, with the increase in the export quota, the average net 
return per ton has declined. The retail price was for long about 
double what it was elsewhere^ and it is questionable whether 
unified control has succeeded in effecting any economies in dis- 
tribution. It is argued that cane growers are not deriving any 
great monetary advantage,® yet the increase in acreage and output 
since 1920 shows that the industry offers some attractions, despite 
the inconvenience of working under tropical conditions. The 

^ Commonwealth Sugar Agreement Act, 1932- The retail price was 
reduced to 4d. per lb. from 1/1/33. 

* Average wholesale prices ruling in 1930 were: Australia, £^7 6s. 8d. 
per ton ; England, £ig ; N. Zealand, £17 6s. 6d. (Reports of Commonwealth 
Sugar Inquiry Committee, 1931. Minority Report, p. 105.) 

* See, e.g. an estimate in Queensland Journal of Agriculture, October, 
1930, p. 382, where it is stated that only 13 per cent of the growers pay 
income tax. 2 per cent of them had incomes between ;^iooo and £2000; 
4*2 per cent had between £500 and ;^iooo; and 6*6 per cent from £250 to 
£500. See also Majority Report of Sugar Inquiry Committee. 
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I. Sugar Prices, 1920-36 


Date 

Price to Grower 
and Miller, 
Raw Sugar 
(per ton) 

Wholesale 
Price 
(per ton) 

Retail 
Price 
(per lb.) 


£ s. d. 

L s. d. 

d. 

1/7/20 to 31/10/22 . 

30 6 8 

49 0 0 

6 

i/i 1/22 to 30/6/23 . 

30 6 8 

42 0 0 

5 

1/7/23 to 21/10/23 . 

27 0 0 

42 0 0 

5 

22/10/23 to 31/8/25 • 

26 0 0 

37 II 4 

4i 

1/9/25 to 31/8/31 . 

26 10 o(a) 

37 6 8 

4* 

1/9/3 1 to 31/8/36 . 

22 0 0 

37 6 S(b) 

4iW 


(a) Estimated, (b) Reduced to £33 4s. od. (c) Reduced to 4d., 1/1/33. 


II. Sugar Production, Export, Consumption, and 
Realizations 


Season 

Production 

(Tons) 

Export 

(Tons) 

Percentage 

Consumed 

in 

Australia 

Net Value 
per Ton 
Exported 

Average 
Price for 
Whole Crop 
per Ton 

1924-25 

435.818 

82.747 

1 

81 

£ 

(<i) 

d. 

£ s. d. 
id) 

1925-26 

517.970 

208,805 

59 

II 

5 

9 

19 10 7 

1926-27 

413.876 

66,523 

84 

14 

18 

10 

24 10 10 

1927-28 

509.094 

154.654 

69 

12 

2 

6 

22 0 4 

1928-29 

537.574 

199,497 

63 

10 

10 

0 

20 17 II 

1929-30 

538,090 

181,710 

66 

9 

17 

0 

20 8 2 

1930-31 

535.624 

199.161 

63 

8 

5 

0 

19 12 II 

1931-32 

603,735 

278,920 

54 

9 

7 

0 

18 2 II 

1932-33 

531.348 

187,050 

65 

8 

0 

6 

16 6 3 

1933-34 

666,145 

308.000 

54 

7 

II 

3 

15 13 9 


(d) Not available. 


III. Queensland Sugar Industry: Acreage, Output, 
Number of Growers, etc. 


Year 

Acreage 

Sugar 

Output 

(Tons) 

No. of(^) 
Growers 

Average 

Holding 

(Acres)(/) 

Tons of Cane 
to I Ton 
Sugar 

1920 . 

162,619 

167,401 

3.930 

35 

8*00 

1925 . 

269,509 

485.585 

6,730 

35 

7-55 

1926 . 

266,519 

389,272 

6,608 

36 

7*52 

1927 . 

274.836 

485.745 

6,587 

38 

7*32 

1928 . 

283.476 

520,620 


40 

7-i8 

1929 . 

291,660 

518,596 

6,247 

40 

6-91 

1930 . 

296,070 

516,783 

6,685 

41 

6-83 

1931 ‘ 

309,818 

581,276 

6,851 

42 

6*94 

1932 . 

291,136 

514.085 

7.231 

40 

6*90 

1933 • 

311,910 

638,734 

7,386 

42 

7*31 


(e) Growers of 5 acres or more. (/) All growers. 
Source: CommonweaUh Year Book; Queensland Statistics. 
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future is obscure, but in this, as in other Australian primary 
industries, the scaling-down of internal prices is a problem that 
will have to be faced. It is true that some of the incentive to 
increased output is removed by making other branches of farming 
in Queensland profitable, but the rural economy is by this pro- 
cedure merely involved in a vicious circle.^ 

The Domestic Trade in Vine Dried Fruits. Passing reference has 
already been made to the Australian Dried Fruits Association and 
to the effective supervision of the internal trade which it had 
established before the war. This body, which was formed in 1907, 
is not a trading concern, but determines prices and regulates the 
conduct of sales by agents. It is not highly centralized, but has 
local branches in important centres of production, and includes 
affiliated concerns quite heterogeneous in nature, e.g. growers, 
co-operative and proprietary packing-sheds, co-operative selling 
organizations, selling agents, and wholesale dealers. The Associa- 
tion is financed by a small levy on growers, over 90 per cent of 
whom are represented in it, there being only about 5 per cent 
of non- Association fruit. The vicissitudes which the trade had 
undergone in the 'nineties, when surplus production and price- 
cutting appeared in Victoria, were repeated in the post-war years, 
owing to increased output and falling prices. Under the disturbed 
conditions, growers, in many cases, did not observe the quotas 
fixed for export, and dealers were often able to evade the 
Association's restrictions. In 1924, the industry had become so 
depressed that the Commonwealth Government came to its 
assistance. 

By the Dried Fruits Advances Act, 1924, provision was made for 
financing the production of the 1925 crop. In that year, the Dried 
Fruits Association was reconstituted, but with the setting up of 
the State Dried Fruits Boards and of the Export Control Board, 
it was thought that no useful sphere of work remained to it. 
However, its experience continues to be of the utmost value to 
these new authorities and it still plays a large part in regulat- 
ing sales and prices within the Commonwealth through the 

^ For statistics relating to the sugar industry, see page 124 . An attempt 
has been made to discourage surplus production by allotting quotas on 
the basis of a peak year to the various crushing mills and paying for any 
excess at a lower rate. 
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information it is able to supply.^ It also assists them in maintain- 
ing the quality of the pack and advises growers on problems 
connected with the industry, as well as safeguarding their interests 
in other directions. 

The legislative provision for the dried fruits trade furnished 
the model for the control of the dairy produce trade. The regula- 
tions under the Commonwealth Dried Fruits Act, 1928-33,2 
provide for the licensing of traders inter-State and the fixing of 
quotas for home and export sales. There is a Dried Fruits Board 
or other “prescribed authority” in each State to attend to 
administrative details and prosecute in cases of unlawful trading. 
The Cornmon wealth Department of Commerce also fixes each 
year, in consultation with the State Boards and representative 
packers, the standards of the various grades of fruit. The high 
proportion of exports^ might appear to suggest that the benefits 
of internal regulation are too small, when averaged over the 
whole crop, to be worth while. The control of the trade is, how- 
ever, a safeguard against its demoralization rather than a means 
of increasing the average return. 

Minor Instances of Marketing Control. The New South Wales 
Marketing of Primary Products Act, which came into operation 
on 6th July, 1928, has not been widely implemented. Pro- 
posals to bring wheat, butter, millet, and certain fruits under the 
Act have been rejected, but Commodity Boards were set up for 
rice, eggs, honey, and wine grapes. The Honey Board was dis- 
solved in 1932 and the Egg Marketing Board does not appear to 
have been very successful, especially in competing with supplies 
from other States. 

The feeling among producers that the selling agents are not 
fully alive to the interests of those who employ them has led to 
the appointment by the Tasmanian Potato Marketing Board, 

' It is not uncommon to find a prior-existing organization co-operating 
with a statutory authority ; e.g. the New Zealand Fruit-growers' Federa- 
tion and the Dairy Association acted for a time as shipping agents for the 
Fruit and Dairy Boards respectively. 

* Commonwealth Statutory Rules, No. 40, No. 164, 1934. 
Commonwealth Dried Fruits Act, 1933, prunes, apricots, peaches, pears, 
and nectarines are now included. 

® The export quotas determined on 9/1/31 were; Currants, 80 per cent; 
Sultanas, 86*5 per cent ; I.exias, 60 per cent. 



MARKETING CONTROL ORGANIZATIONS 


127 

which regulates the trade to the mainland, of inspectors who 
supervise sales in Sydney. Provision has been made for a Citrus 
Marketing Board in South Australia, where the trade in these 
fruits is expanding. In Sydney and Melbourne (as in Auckland) 
there are Milk Boards to regulate metropolitan supplies. The 
local, and to some extent the export, trade in meat is controlled 
by Boards in Brisbane, Sydney, Adelaide, and Tasmania.^ In 
Adelaide, the Board has the sole right to slaughter for export. 
The Tasmanian Board acts merely in an advisory capacity, its 
aim being to stimulate the export of mutton. 

The New Zealand Wheat Trade. Regulation of the internal 
market is almost unknown in New Zealand. Provision is made 
by the Fruit Control Act, 1924, for the control of the domestic 
trade in each provincial district. A proposal to implement this 
part of the Act was rejected and the only commodity in regard 
to which trading is not free is wheat. Down to 1923, the trade 
in wheat and flour was under government control and some 
measure of regulation continued until 1926, mainly at the request 
of growers who, in 1923, had formed a board of their representa- 
tives in order to negotiate with millers regarding prices. In 1927, 
sliding-scale duties on wheat and flour, designed to secure a high 
local price, were imposed and the growers have since sought to 
make the tariff fully effective by collective marketing. For this 
purpose, they formed in 1928 the New Zealand Wheat Growers’ 
Co-operative Association Ltd., which acted as a selling agent and 
handled a large proportion of the crop.^ At the end of 1931, the 
Wheat Marketing Agency Company Ltd. was formed, the share 
capital being equally divided between the Wheat Growers’ 
Association and the large milling concerns. The new organization 
eliminated competition between millers and growers which had 
threatened to reduce the local price and arranged for the dumping 
of the export surplus abroad at less than half that price. This 
departure is one of the ironies of history because about seven 

^ See Reports of Queensland Meat Industry Board (Queensland Parlia- 
mentary Papers); N.S.W. Meat Industry Amendment Act, 1932; S. 
Australian Metropolitan and Export Abattoirs Act, 1933 '• Tasmanian 
Meat Industry Act, 1933. 

® On the wheat situation in N.Z., see Report of the Wheat Industry 
Committee, 1929, 

10 — (C.ai9) 
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years before the leading milling interests were proceeded against, 
largely at the instance of the wheat-growers, on the ground that 
they had formed a buying “ring/*i Statutory control came with 
the heavy production of the 1932-33 season. A Wheat Purchase 
Board was constituted as the sole authority through which wheat 
of milling quality can be sold.^ The Board now consists of ten 
members appointed by the Minister, five representing the wheat- 
growers, and four the flour-millers, the other member acting as 
chairman.® It is perhaps worth noting that the statutory author- 
ity under which the Board is set up is the Board of Trade Act, 
1919, the original purpose of which was to secure the public 
against monopolistic exploitation. As flour is excluded equally 
with wheat, the quantity of grain gristed in New Zealand has 
tended to rise. This gave fuller, and in some cases very profitable,^ 
employment to the mills and encouraged the operation of addi- 
tional ones, although about fifty were already in existence. The 
threat to milling profits represented by this departure has made 
the growers fear that the milling interests, which are powerfully 
organized, will beat down the price of wheat by buying from 
hand to mouth. Accordingly, a fourth body, the United Wheat 
Growers of New Zealand, a growers’ company, has come into being. 
Its object appears to be to ensure that millers will take up the 
crop sufficiently rapidly to avoid any adverse effect upon prices. 
The principal millers’ organization acts as agent for the sale and 
distribution of flour and wheat offals and handles about 70 per 
cent of the output.® Quotas are determined for each mill so as 
to eliminate price-cutting and almost the whole trade is done at 
the prices fixed. The distributing company receives about los. 
per ton for its services, which seems unduly high. 

The elaborate organization just described is rendered necessary 
by the fact that the wheat industry is embarrassed by surplus 
production and is in a similar position in that respect to the 

^ See p. 55, ante. 

* Board of Trade (Wheat) Regulations, 1933 Gazette, 6/1/33). 

* Board of Trade (Wheat) Regulations, 1934-35 (N.Z. Gazette, loj 12!^^), 

* One concern, capitalized at £300,000, increased its reserves from 

£28,000 to £68,000 between 1934 I935 and paid 7 per cent. Another 

large concern paid 10 per cent. 

» Report on Flour Milling Industry in N.Z. (N.Z. Parliamentary Papers 
H 44 B, 1931). 
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Australian butter industry. A considerable amount of “political 
arithmetic/* including some by academic economists, has been 
forthcoming with the object of showing that dear wheat and dear 
bread confer indirect benefits upon the community at large. 
The economic position of the representative wheat-grower, a 
mythical being of no more substance than the Marshallian 
representative firm, has been analysed in order to show what the 
grower “needs** to secure for his grain, the price being inflated as 
a result of the high value placed upon land. Similarly, the fact 
that some flour mills return less than normal profits is quoted to 
show that intermediaries do not gain unduly. But many of the 
mills are redundant and make little or no profit for that very 
reason. 

The New Zealand Dairy Board has now under consideration 
the question of eliminating internal competition in the sale of 
dairy produce.^ But the price-cutting objected to is no more than 
what was once regarded as the normal economic order. A New 
Zealand Poultry Board has recently come into being, and it is 
not unlikely that tobacco growers, threatened by overproduction, 
will establish an organization to regulate their industry. 

4. Control in Export Markets 

At this distance it appears unfortunate that the wartime 
organization of the export trades was abandoned and then fol- 
lowed, after a short interregnum, by a new but not dissimilar 
form of control. New Zealand meat, for example, was “free** 
for only two years, and Australasian dairy produce for not more 
than five, and in some respects for only three. During the dis- 
turbed years, there was no regulation when it was most required 
and the worst was over when the export control legislation 
appeared. It is true that prices did not regain their highest 
levels and, to an agricultural community that had been accus- 
tomed for twenty years to movements in its favour, this fact 
was no doubt reason enough for the steps that were taken after 
1921. 

^ By the Agriculture (Emergency Powers) Act, 1934* Board ‘‘ niay 
exercise control over dairy produce intended for local consumption." 



130 AUSTRALIAN AND NEW ZEALAND PRIMARY PRODUCTS 


(i) Price Regulation by Produce Boards. In view of the con- 
troversy that has raged regarding the question of price-fixing, 
it must be said at once, after a careful examination of the evidence, 
that in no case has any produce board sought to impose arbitrary 
quotations in any market. Since the institution of these bodies, 
various methods, ranging from complete regulation of sales down 
to more or less ineffective consultations with traders, have 
been employed in order to secure some control over market 
movements. 

(a) New Zealand Dairy Produce. The policy pursued by the 
New Zealand Dairy Board during the 1926-27 season is the most 
important instance of attempted price regulation. Under its 
statutory powers, the Board assumed absolute control over all 
produce graded from ist September, 1926. An initial weakness 
was the necessity for giving some months’ notice of this intention, 
for during that time an opportunity was afforded to certain 
interests to adjust their trading policy in directions calculated 
to prejudice the Board’s operations. Thus, when price-fixing 
began on 4th November, abnormal storage stocks, estimated at 
from 30,000 to 35,000 tons, were available. This old season’s 
butter, the accumulation of which, it is true, was partly due to 
the favourable European weather and to the British general 
strike, was sold against the Board’s supplies down to the middle 
of February, 1927. It had undoubtedly been anticipated that 
the Board would hold dairy produce firmly and thus leave 
opportunities for profit to operators who were willing to accept a 
somewhat lower price in the good market that had been created 
for them. It seems also clear that stocks of New Zealand butter 
in the hands of the trade were allowed to run down and that the 
fall in the deliveries of controlled produce was not due merely to 
buyers turning to other sources of supply. The opposition of all 
sections of the trade to this effort of the New Zealand producer to 
rule out minor market fluctuations was based upon self-interest 
and not upon any general principle. Propaganda was employed 
against the Board’s policy in an endeavour to prejudice public 
opinion by the suggestion that prices were being raised against 
the consumer. In a trade that works on relatively narrow mar- 
gins of profit, small market movements that have no effect upon 
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retail prices are eagerly watched for and good buying ” consists 
in finding a selling agent who is a weak holder. Under the control 
regime, every agent was bound to observe the official quotation 
in making sales and it was no longer possible for traders to search 
the market by telephone for bargains. 

Price-fixing was in operation from 4th November, 1926 until 
15th March, 1927. Quotations were issued from time to time by 
the London Agency of the Board, acting in conjunction with a 
committee of three representatives of the selling agents to whom 
supplies had been allotted.^ No comparison of the Board's prices 
during the period with those of competing supplies can of itself 
prove whether the price policy was sound or not, but it certainly 
disposes of the suggestion that it was arbitrary. Of course, 
allowance must be made for the fact that the Board's intervention 
necessarily had reactions upon other sections of the trade. For 
example, the market was improved for Australian butter and the 
condemnation of the price-fixing policy from that quarter was 
neither rational nor disinterested. Except for a week or two at 
the turn of the year, the quotation for New Zealand butter^ was 
below that of the corresponding period of the previous season and 
the margin between it and Danish was such as might normally 
have been expected to prevail.^ It may be that for some weeks in 
January and February, 1927, the New Zealand price was kept 
too high by as much as from 2s. to 4s. per cwt., as compared with 
Australian, but during that time, while Danish rose 17s., the New 
Zealand quotation was steady. Prices in all sections of the market 
fell away when absolute control was abandoned on 15th March, 
but a downward tendency had previously been apparent. The 
period of price-fixing was, in fact, too brief for any judgment in 
condemnation of the policy to be justified. While business 
interests have patience enough, as a rule, to test a trading policy 
over a relatively long period, producers are usually quick to 

^ Incidentally, it may be mentioned that these allottees agreed to sell 
for the Board at a commission of 2 per cent, as against the usual per 
cent. They were no longer at the expense of maintaining agents in New 
Zealand. 

* No effective comparison of cheese prices can be made, since Canadian 
cheese is either more or less mature than New Zealand, according to the 
time of year, and the prices, therefore, do not move together. 

* See price diagram following. 
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condemn their own organizations at the first sign of an adverse 
movement in prices, as well as being readily influenced by trade 
propaganda. To prevent weak spots from developing in a market 
to the prejudice of all sellers and without corresponding gain to 
consumers is surely sound. However, it required harmony among 
those responsible for making decisions and the efforts of the New 
Zealand producers were hampered by internal dissensions in the 
London Agency of their Board, as well as by all the other forces 


LONDON BUTTER PRICES: 

5 . 1 1 . 26 TO 24 . 6 . 27 
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arrayed against them. It seems clear, too, that the Board was 
not adequately prepared for the task it undertook and that its 
system of market control was too rigid. Had it devoted its 
energies beforehand to inducing the co-operative factories to 
combine in regional groups in a common marketing policy, it 
would have laid the foundation for a scheme of price control in 
such a way as not to antagonize the trade. Again, had it confined 
its efforts to reducing the number of selling agents and to super- 
vising their operations closely, it would have achieved more 
enduring results. 

The decline in sales during the control regime is often pointed 
to as certain proof of the inherent unsoundness of the policy. 
That New Zealand produce was effectively boycotted is perfectly 
true, but the fact that the butter market was not demoralized 
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during the ensuing summer shows that no dangerous accumula- 
tion of stocks had occurred.^ 

One aspect of the policy pursued by the Board is frequently 
lost sight of. By pooling the whole of the supplies, it was possible 
to pay a premium for quality,^ which open market trading does 
not always yield.® 

(b) Price Policies of the Australian Canned Fruits and Dried 
Fruits Boards. The above Boards are the only ones that now 
have an effective voice in the determination of prices, though the 
methods which they employ are to some extent determined by 
trade custom and do not run counter to hitherto existing prac- 
tice. Thus the Canned Fruits Board, when the season’s pack is 
about to come forward, makes “opening offers” to the trade in 
much the same manner as is done by California. These prices 
are not “firm,” but may be varied as the season proceeds in 
accordance with the state of demand. In addition, reductions 
are made for quantity. As the Board exercises close supervision 
over the work of the selling agents, and uniform prices are 
prescribed for each quality, traders are unable to play one can- 
nery off against another. All the sales in the British market are 
effected through approved agents and wholesalers are not sup- 
posed to deal direct with the canneries, though this has been 
done on occasion. Sales are made on f.o.b. or c.i.f. terms, when 
possible, in order to avoid storage charges in London. 

The Dried Fruits Board has an even more flexible system of 
price regulation, as opinion of quality, and hence of value varies 
widely from consignment to consignment. On the arrival of the 
fruit in London, the importer forwards samples to the Board’s 
Agency, where an appraiser estimates the value according to 
market conditions. Agents may not sell below this price without 

^ Weddel’s Review of the Imported Dairy Produce Trade, 1926-27: 
“All speculative activity was stopped and a policy of hand to mouth 
trading, with a distinct tendency to avoid dealing in New Zealand butter 
or cheese, if any other suitable description was available, was pursued.” 

* For the first pool, the percentage of finest quality butter was 63 ; for 
the second, which included the hot summer months, it was 79. 

* See following page for statistics relating to the controlled marketing 
of butter and cheese. The N.Z. Dairy Commission reported in favour of 
the resumption of absolute control but without any attempt at price- 
fixing (N.Z. Parliamentary Papers, H 30, 1934). Yet absolute control 
seems meaningless without price-fixing. 
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NEW ZEALAND DAIRY BOARD 

Statistics Relating to the Controlled Marketing of Dairy Produce, 
^th November, 1926, to 15th March, 1927 


I. Quantities Pooled, Values, etc. 


Pool 

Quantity 

(tons) 

Average Net 

1 Realization 
per cwt. 

Cost of 
Marketing 
per cwt. 

Total 

Net 

Proceeds 



5. d. 

s. d. 

L s. d. 

ist Butter Pool . 

10.134 

143 910 

18 o*6i 

1,456,592 18 5 

2nd Butter Pool. 

39,677 

142 3*54 

17 2-55 

5,645.876 15 9 

Cheese Pool 

67.495 

71 11*34 

12 II-09 

4,855,994 12 7 


II. Payments per Pound, Showing Premium for Quality 


First Butter Pool 

s. d. 


P'inest ...... 

I 3*6809 

Fir.st Grade ..... 

. I 3-1809 

Second Grade ..... 

. I 2-1809 

Average All Grades .... 

• I 3*4655 

Second Butter Pool 

Finest ...... 

• I 3*435 

liirst Grade ..... 

. I 2-935 

Second Grade ..... 

• I 1*935 

Average All Grades .... 

. I 3*308 

Cheese Pool 

Finest ...... 

d, 

. 7-858 

First Grade ..... 

. 7*6o8 

Second Grade ..... 

• 7*3.58 

Average All Grades .... 

. 7-740 


III. Controlled Prices of New Zealand Cheese (Shillings 



per Cwt.) 


New Zealand 

s. 

. 87 

Canadian 

5. 

. 88 

November 4th 

1926. November 5th 

November 17th 

. 85 

December 3rd 

. 96 

November 26th 

. 87 

December loth 

. 98 

November 29th 

. 90 

December 17th 

. 96 

December ist 

. 94 

December 22nd 

• 97 

December 7th 

. 96 

December 31st 

. 98 

December 28th 

. 94 

1927. January 21st . 

. 100 

J anuary 3rd . 

. 94 

February nth 

. 102 

February i6th 

. 82 

February i8th 

. 100 

March 3rd 

. 88 

March 4th 

. 98 

March 9th 

. 85 

March i8th . 

. 96 
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the consent of the Board. As these agents are linked up with 
their own trade association, which is a close corporation com- 
prising importers, brokers, and dealers, control really continues 
up to the retail stage. For exports to other markets, such as 
Canada, New Zealand, South Africa, and the East, the Dried 
Fruits Board in Melbourne fixes current prices. 

(c) Other Price Policies. The New Zealand Meat Producers* 
Board does not interest itself directly in price movements, 
though it is, of course, concerned to see that any adverse move- 
ments are countered as far as possible. The London Agencies of 
the Australian and of the New Zealand Dairy Boards, on the other 
hand, hold conferences weekly with the importers at which prices, 
as well as other market problems, are discussed. The aim of these 
meetings is to form some opinion, based upon statistical and other 
information, as to price movements during the ensuing week and 
thus give a *Tead” to the market, as is done each week in Copen- 
hagen for Danish butter. As full discretion is left to the agents 
to accept whatever offers they choose (subject to any limits 
imposed by their principals), the practice does not appear to have 
any great value. It may, however, assist the Export Boards in 
fixing the minimum prices for f.o.b. and c.i.f. contracts, for the 
Boards now prohibit forward sales at less than the rates they 
prescribe. The two Boards must collaborate in this matter, 
otherwise forward business would tend to be done in the country 
having the lower official minimum. 

(ii) Control of Market Distribution. In 1933, the New Zealand 
Honey Board decided to take absolute control, the Honey Pro- 
ducers* Association, which had functioned for some twenty years, 
having been dissolved. All honey is shipped to the Board’s 
agency in London, where packing for the retail market is under- 
taken and sales effected. The arrangements of the New Zealand 
Fruit Board in regard to the control of marketing agencies have 
been varied from time to time, but it has always aimed at a 
uniform selling policy. At first a panel of nine selling agents was 
employed ; next, all fruit for Great Britain and Ireland was dis- 
posed of through a single firm of brokers having branches at the 
various arrival ports; and then the panel system was revived, 
the grower having the right to nominate the broker to whom he 
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desired to consign his fruit. At present a panel of seven brokers 
is still employed, but the Board, not the individual grower, allots 
the fruit to them. Under these arrangements the fruit is pooled 
and the returns averaged among the consignors. 

The New Zealand Dairy Board has recently taken further steps 
to regulate the operations of importers and agents,^ the importers 
themselves having put forward proposals. By an amended system 
of export licences, allocations of all the exportable surplus of but- 
ter and cheese have been made to a group of thirty licensed 
importers in London who are all consignment agents. The 
allocations are subject to subsequent f.o.b. and c.i.f. sales which 
may necessitate adjustment of quantities. There are also three 
licensed brokers who purchase on f.o.b. or c.i.f. terms for clients 
in Britain. The panel of licensed agents includes all importers 
who handled New Zealand butter or cheese during the 1933-34 
season. The Australian Dairy Board has licensed a total of 
thirty-four importing agents, but it does not exercise the rigid 
control over them that the New Zealand Board does. It is said 
that the number is too large and includes some that handle little 
produce, the greater part being dealt with by some eight firms. 
The operations of these agents are closely supervised by the 
Boards. Here again, intermediaries may have obtained a greater 
degree of security as a result of marketing control, but the price 
may be worth paying. 

(iii) Market Information. The control which the Produce 
Boards exercise over market agencies is largely achieved through 
the system of export licences. By this means it is possible not 
only to regulate the rate of shipment, but also to secure statis- 
tical data and market information. The issue of an export licence 
is contingent upon the furnishing of particulars regarding the 
destination of the produce, the method of sale (whether forward or 
consignment), the agent to whom the goods are being forwarded, 
etc. This is the basis of the excellent statistical service which 
the Boards have been able to provide. Weekly statements are 
issued of stocks of dairy produce and of deliveries from stores in 
the final market and these are eagerly sought by traders. The 
New Zealand Dairy Board is also prepared to arrange for the 
^ N.Z. Gazette, 14/12/34, p. 3369. 
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audit of transactions of commission agents, if factories are not 
satisfied that their consignments brought the full price. The New 
Zealand Meat Board keeps producers informed of current prices 
for stock at the various centres in New Zealand, and so enables 
them to form better judgments in their dealings with export 
buyers. 

Though the London Agencies of the Produce Boards report 
continuously upon all matters likely to benefit producers, they 
are not able to offer any specific guidance as to what marketing 
policy should be pursued. This is due to the multiple selling 
system, under which the produce is sold by numerous agents 
acting independently. In such circumstances, any advice that 
might be tendered would be bound to become public property 
and buyers could at once take steps to render it nugatory. In 
any event, it would probably be unwise to proffer advice since, 
as things are, each producing unit could interpret it as it liked 
and reject it at will. Still, the general market reports that are 
available in most cases are well worth while, since they are made 
from the producers* point of view. 

The producers themselves are not agreed as to the advisability 
of supplying statistical information. For example, at the time 
when the Empire Marketing Board was endeavouring to secure 
the publication of certain cold store stocks in Great Britain, one 
New Zealand co-operative freezing concern, which in common 
with the rest had long made its stock figures available, expressed 
the belief that the existence of such information was an encourage- 
ment to speculators ; and the monthly figures of butter and cheese 
graded for export are no longer published in New Zealand, being 
available only to those directly concerned. This is, of course, a 
short-sighted view, for no attempt to conceal the facts can in 
the end prevent any necessary adjustment of prices. By the 
regular issue of full information a more gradual movement in the 
market is ensured and devastating fluctuations, due to the sudden 
revelation of heavy or short stocks, over-buying, etc., can largely 
be eliminated. What the producers have in mind, however, is the 
possibility that the existence of large stocks will enable operators 
to depress values below what is required from the side of 
demand. Yet the publication of accurate figures cannot have 
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worse results than vague or wild guesses as to what supplies are 
available. 

Information is largely lacking as to activity in the forward 
market. Annual figures are published of the proportions of the 
dairy produce exports sold forward, but there is no adequate 
record of the offers being made from time to time in this section 
of the market. Such data would be of value in determining the 
relative advantages of selling forward or on consignment. 

(iv) Collective Bargaining. A considerable measure of success 
has been achieved by the Boards in arranging bulk contracts of 
carriage and insurance, as well as in conducting negotiations 
respecting the cost of other marketing services. 

(a) Insurance. Comprehensive policies, covering every risk 
whatever,” including loss from defective condition from any 
cause, have been arranged by the Dairy Boards. The New 
Zealand policy, for example, covers the produce from the time 
the milk and cream are received at the factory until it reaches 
its destination and for thirty days thereafter,^ with the exception 
that on the raw material fire loss only is provided for. There is 
evidence that, as the result of the bulk contract, the underwriters 
have been saved considerable administrative expenditure. On 
the other hand, the Boards have a very direct incentive to see 
that claims under the policies are reduced to a minimum, since 
this puts them in a strong position when negotiations for further 
contracts take place. The method of collective bargaining has, 
therefore, favourable reactions upon quality. The premiums on 
Australian dairy produce are not quite so favourable as the New 
Zealand rates, possibly on account of the smaller turnover. ^ 
The value of the produce on the date of arrival in London is 
taken as the basis of the premium payments, an arrangement 
which tends on the whole to favour the assured. Some sixty-four 
underwriters participate in the New Zealand contract, one-third 
being taken up by Lloyd’s and the balance shared among the com- 
panies. The Australian cover is negotiated through the Marine 
Underwriters and Salvage Associations of Australia. 

‘ An extension may be arranged, if desired. 

* See page 1 40 for insurance rates and estimates of savings on various 
marketing services. 
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(6) Ocean Freights, Bulk contracts of carriage are made by 
the Meat and Dairy Boards, but the practice is not novel, since 
collective negotiation regarding this service has long been the 
rule. However, the present arrangements are probably more 
satisfactory in that they have brought into prominence problems 
that must be solved upon a national basis, if economies in certain 
directions are to be secured. While it is impossible, of course, to 
argue that the decline in freight rates in recent years is due solely 
to the efforts of the new authorities, yet a comparison with the 
rates ruling in the Argentine trade suggests that there has been 
at least some net gain.^ The Australasian rates have fallen, on 
the whole, more than the Argentine, and when it is remembered 
that the distance is about twice as great and that the costs of 
working ports and ships are higher in the former case, the 
changes must be regarded as favourable to the Dominions. The 
Boards are necessarily impelled to a much larger degree of 
co-operation with the shipping interests than might otherwise 
obtain. Their constant aim must be to see that cargoes are as 
full as possible, that the number of loading ports per steamer is 
a minimum, that produce is delivered to the ships at suitable 
temperatures, and so on. It is also in the interest of both parties 
that port charges should be as low as possible. 

(c) Storage and Handling Charges, The rates for storage and 
handling of produce in terminal markets are also the subject of 
collective negotiation. Despite the fact that cold-store space was 
considerably extended in Great Britain during the war, charges 
remained high and still appear as a very important item in 
marketing costs. While this is no doubt due in part to the fact 
that the most suitable stores occupy what may be termed key 
positions in relation to the markets, it seems desirable to secure 
economies wherever possible. Something has, indeed, been 
achieved in this direction. For instance, the bill of lading for 
dairy produce now provides that delivery shall be given from the 
cold stores, and not from the ship.^ Hence sorting to marks can 

^ See p. 141 for freight rates in the three trades considered. 

* The clause reads: “It is a condition of this Bill of Lading that the 
goods be delivered at consignee’s risk and expense into craft for conveyance 
to Surrey Commercial Docks and Hay’s Wharf for landing, ship s respon- 
sibility to cease on delivery overside into craft.” The arrangement might 
not be upheld at law, but there can be no doubt as to its convenience. 
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RATES OF INSURANCE ON DAIRY PRODUCE 
New Zealand 

Average Rates payable when New Zealand Dairy Board constituted — 

5. d. 

Butter. From and in Factory 9 6J% 

From and in Factory, including transhipment . 1 1 4% 

Cheese. From and in Factory . . . . .11 4% 

From and in Factory, including transhipment . 13 ij% 


1924 Contract. 

1925 Contract. 

1927 Contract. 

1928 Contract. 

1929 Contract. 
1932 Contract. 


Butter (as above) 7s. od. and 8s. od.% respectively. 
Cheese (as above) 8s. 6d. and 9s. 6d.% respectively. 
As for 1924, plus 1%, due to the raising of the limit of 
£1 million in any st6re or steamer to £2 million. 
Higher limit since abandoned. 


Butter : All risks . . . . .7 3% 

Cheese: All risks . . . . *9 3% 

Butter: All risks . . . . .7 3% 

Cheese: All risks 9 0% 

Butter : All risks . . . . .7 0% 

Cheese: All risks . . . . .8 2% 

Butter: All risks . . . . .6 4% 

Cheese : All risks . . . . .7 0% 


Australia 


Contract expiring 30/6/31. Butter .... 

Cheese .... 

(Subject to adjustment by consent on account of exchange 


5. 

• 7 

. 8 


d, 

3% 

3% 


movements.) 


Estimated Savings in Freight, Insurance and Storage 
ON New Zealand Dairy Produce 

Comparison of Payments made by 500-ton Factories 


Butter Factory — 


Season 

Ocean 

Freight 

Insurance 

London Storage 
(First 14 days) 

Total 


£ 

£ 

£ 

£ 

1923-24 

4500 

435 

875(a) 

5810 

1929-30 

3500 

315 

701 

4516 

Cheese Factory — 

Season 

Ocean 

Freight 

Insurance 

I..ondon Storage 
(First 14 days) 

Total 

1923-24 . 

4667 

290 

620(a) 

5577 

1929-30 

3588 

200 

520 

4308 

Annual Levy paid to Board : 

Cheese Factory 

- £li 



Butter Factory 

• £^^^ 


(a) On 1926-27 rates; previous rates not available. 


Note. The total levy paid by the industry in 1929-30 was ;i39,o63. 
On the above basis the total annual saving reached approximately 
^£450, 000. 
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COMPARATIVE RATES OF FREIGHT TO THE UNITED 
KINGDOM ON CERTAIN COMMODITIES 


Beef (per lb.) 


Year 

S. Atlantic 
Conference (a) 

Australia 

New Zealand 

1922 

id. 

lid. 

lid. 

1923-24 . 

id. 

id. 

Id. 

1925 

m - to i2d.(6) 

id. 

id. 

1926 

iid. 

id. to id.(6) 

o-8id. 

1927 

m - 

id. 

o*8id. 

1929 

m - 

id. 

o-8id. 

1930 

m - 

id. 

o-yGbd. 

1931 

(Not available) 

id. 

0.743d. 


(a) Minimum rates, for all frozen meat. 

(b) Reduction during year. 


Mutton and Lamb (per lb.) 


Year 

Australia 

New Zealand 

Lamb 

Mutton 

Lamb 

Mutton 

1922-23 . 

lid. 

lid. 

ijd. 

lid. 

1923-24 . 

lid. 

lid. 

ifd. 

lid. 

1924-26 . 

ifd. 

lid. 

i^gd. 

li^d. 

1926-27 . 

lid. 

Id. 

i*i8d. 

i-oiid. 

1929-30 . 

lid. 

id. 

i'i2id. 

o-957d. 

1930-31 . 

lid. 

id. 

I'OSgd. 

o*929d. 


Butter (per box of 56 lb.) 


Year 

S. Atlantic 
Conference 

Australia 

New Zealand 

1922 

s. d. 

4 8 

s. d. 

5 0 

s. d. 

4 6 

1923-24 . 

4 8 

4 6 

4 6 

1925-26 . 

4 I 

4 6 

4 0 

1926-27 . 

3 iiii 

4 0 

3 S*4 

1929 

3 9i 

4 0 

3 6 

3 4*8 

1930 

3 9i 

4 0 


Cheese (per lb.) 


Year 

Australia 

New Zealand 

1922 : 

1923 

1924-26 . 

1926-27 . 

1929- 30 . 

1930- 31 • 

lid. 

id. 

id. 

id. 

id- 

id. 

id. 

0‘9o6d. 

o-8o94d. 

o.7656d. 

07437d. 
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take place under conditions which diminish the risk of deteriora- 
tion, and speedier discharge is effected. Storage charges remained 
so high in the years following the war that the New Zealand Meat 
Board went so far as to secure a site for its own cold store in 
London.^ Here again it is impossible to maintain the opinion that 
the reduction in the charges was due entirely to the Board’s 
efforts. London costs are necessarily much higher in some respects 
than those ruling in the Dominions, but the margin appears very 
great. The average cost^ of handling in New Zealand at the end 
of 1930 was for butter 19s. 2d. per ton and for cheese 9s. per ton. 
The service included receiving, grading, opening and trying out 
for net weights, stamping, piling in cold store, one month's stor- 
age and re-delivery. In London the charges ruling at the same 
time (averaging winter and summer rates) were for butter 34s. 6d. 
per ton and for cheese 21s. 9|d. In this case, the service included 
taking delivery over ship’s side, barging, sorting to marks, 
storage at controlled temperature for one month and re-delivery. 

One hopeful feature of the new system of contracting for 
marketing services is the realization that collective bargaining 
cannot in the long run drive the profits of any agency below nor- 
mal. It is true that shipowners have regarded their capital 
expenditure as in part an investment in the future development 
of the countries concerned and that they assume risks, somewhat 
analogous to those of the farmer, in regard to whether adequate 
cargoes will be forthcoming or not. Yet the limits to the success- 
ful adoption of this policy have probably been reached and the 
case for frank exchange of views and ready co-operation between 
shipper and shipowner grows stronger. The total savings claimed 
by the Boards on insurance, freights, etc., are not to be taken 
at their face value,® but they do represent some degree of 

* The reductions in London storage rates secured by the Board in 1928 
were subject to the condition that it did not erect its own stores during 
the ensuing three years. 

» Figures supplied by the New Zealand Dairy Board. The charges are 
averaged over 90 per cent of the total exports. Actual rates varied from 
17s. to 22s. 8d. per ton for butter. 

® E.g. the New Zealand Meat Board estimates the total saving on 
freights as million over eight .seasons. This Board, it may be mentioned, 
is not able to arrange bulk insurance contracts, as there are so many classes 
of cover for meat, according to the kind of risk the shipper desires to 
provide for. Besides, some concerns carry a part, or even the whole, of 
their own insurance risks. 
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constructive economy. The Australian Dairy Board has made the 
ingenious suggestion^ that its savings on the handling of export 
produce should be multiplied by three, since every increase in 
the net price for butter sold in London resulted under the Pater- 
son Scheme in a corresponding increase in the home market 
price for the remaining two-thirds of the output. 

A large amount of publicity work is undertaken by the Pro- 
duce Boards. Australian products are advertised through a 
central organization to which the Boards and the Commonwealth 
Government subscribe. The New Zealand Boards undertake their 
own publicity work. While it may be true that all advertising 
involves ultimately a large amount of social waste, it is none the 
less true that some publicity must be secured and that it must 
necessarily be organized upon a national basis. In some instances 
the selling agents contribute to the cost of advertising in propor- 
tion to their turnover. There are many difficulties, of course, in 
ensuring that the advertising is effective. Not only must the 
aim be to reach the retail buyer, but he must be assured of getting 
a product true to name and in good condition. It is possible to 
brand such articles as cheese and meat so effectively that the 
marks remain on retail quantities, but butter cannot be treated 
in this way and even if identifiable it may be sold after long 
storage. Hence, if the product is not of the highest quality and in 
the best condition, the expense of advertising is worse than lost. 

A wide variety of useful services in other directions is pro- 
vided by the Boards. Thus the New Zealand Meat Board has 
done much by the employment of competent officers to induce 
greater uniformity in the grading and dressing of meat from the 
various works and to ensure careful handling at all stages. Most 
of the Boards, too, employ officers to supervise shipment and 
discharge of cargoes and subsidize research work in various 
institutions. These are matters which, like many more, were 
formerly “nobody's business.” Again, the New Zealand Dairy 
Board has secured the wide acceptance of a standard form of con- 
tract for forward sales. The Boards also co-operate with other 
agencies in research work and make trial shipments of produce to 
potential markets. 

^ Fourth Annual Feport. The multiplier would now' be under 2. 

II -(C.2I<)) 
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5 . Conclusions 

Some judgments have already been hazarded upon the results 
of the various experiments in marketing control. As regards the 
domestic trade, any estimate of the utility or desirability of 
regulation along the lines practised involves the consideration of 
the question of authoritarian economic adjustment. Here we 
enter a region where it is difficult, if not impossible, to disentangle 
fact and opinion or to distinguish desire from desert. It has been 
patent enough during the past decade that agriculture has 
increasingly fallen out of adjustment. What is more difficult is 
to determine to what extent that maladjustment is due to the 
continuance of sub-marginal production, what degree of reorgani- 
zation is necessary in consequence and what measure of dis- 
crepancy between agricultural and other prices would still 
remain. Unfortunately, no precise answer can be given to any 
of those questions. Hence, in the domestic market, the farmer, 
like the “ economic man,'’ has been left to try for what he can 
get, with powerful aid from a paternal government and a tolerant 
community. As the producers of one commodity after another 
have succeeded in securing differential prices, the mounting costs 
of the whole artificial economy tend to press more and more upon 
the few but important articles for which a “home price” cannot 
be exacted. The method may be satisfactory enough and produce 
a desirable measure of equilibrium so long as the returns from 
non-protected farming remain relatively high and the prices of 
non-agricultural commodities do not decline in turn. But this 
condition has not been fulfilled and there is little evidence as yet 
that the marketing control organizations are taking steps to 
make adequate adjustments in prices. Emphasis is still laid 
upon cost of production as determining values and included in 
that cost are rigid elements like the high price assigned to land. 
It is beside the point to declare, as was done at the second Bathurst 
(N.S.W.) Conference of producers and consumers in June, 1931, 
that the farmer must have at least is. iid. per lb. net for his 
butter in order to pay his way, if, at the same time, the local 
community is turning to substitutes and the current realization 
on the London market is under is. Present economic conditions 
provide a test for the producers’ organizations. If they make the 
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necessary adjustments with sufficient rapidity, they will justify 
themselves and survive. If they do not, they will not merely 
inflict harm upon consumers, but will be compelled ultimately to 
make more sudden and devastating concessions. 

The Export Control Boards ap|)ear to occupy a somewhat 
anomalous position at present. They have been frightened into 
the elimination of the word “Control” from their titles and do 
not seem to have any present intention of promoting adequate 
reforms in marketing methods, though the New Zealand Dairy 
Board is moving once more in that direction. It is true to say 
that, in the export trades, the general marketing structure 
remains very much what it was when reforms were so insistently 
demanded. It may be contended that prices improved and so 
thrust these projects into the background, but they have now 
fallen lower than ever. No heroic measures could, of course, 
succeed in restoring the price level, but much might be done to 
improve the marketing mechanism.^ Yet the more important 
of the Export Boards confine their attention to administrative 
work which might well be undertaken by a single body acting for 
all the trades concerned. In each Dominion, such of the Boards 
as are not engaged in actual marketing work might be re-con- 
stituted as an export trades commission, ^ which would arrange 
freight and insurance contracts, advertising, and the like, leaving 
other matters to the government or to less ambitious producers’ 
organizations. 

^ The N.Z. Dairy Commission “hesitates to express cleftnite conclusions 
regarding the system of marketing that should be adopted in the United 
Kingdom" (N.Z. Parliamentary Papers H 30, 1934). 

Cf. the Perishable Products Export Control Hoard set up in South 
Africa in 1926. The recently formed N.Z. Executive Commission of 
Agriculture and the Australian Agricultural Council may do something in 
the way of co-ordination. 



CHAPTER IV 

THE STRUCTURE OF THE MARKETS 

I. General Considerations 

(a) The Relative Importance of the Export Trades. The depen- 
dence of the Australasian economy upon export markets for 
primary products needs no demonstration. It may be that 
climatic conditions and the fact that a surplus of food is pro- 
duced render export from these Dominions less imperative than 
in the case of a manufacturing country, but the quality of the 
lives which their citizens are able to enjoy depends very largely 
upon profitable overseas trade. The export trade in wool is 
over a century old and wheat has been shipped abroad since the 
'sixties. Natural conditions favoured the production of these 
staples at prices which for long secured them easy entry into over- 
seas markets. Greater diversity in the export trades had to await 
the coming of refrigeration. But, when perishable products began 
to take their place with wheat and wool, the politico-economic 
background was no longer the same. With the active promotion 
of land settlement, the development of the export trade in meat 
and, more especially, in dairy produce became in a measure the 
concern of governments. Thus in 1893, a Government Produce 
Department was established in South Australia for the purpose 
of stimulating the export of frozen mutton and of minor perish- 
ables for which neither private nor co-operative enterprise 
appeared to be willing to provide. With the turn of the price 
tide at the close of last century, it became possible to finance a 
further expansion of rural enterprise by means of advances to 
settlers by governments. The increased output was readily 
absorbed in a market widened by the growth of population and 
by the decline of the United States' export trade in foodstuffs. 

The relative importance of the export trade may be gauged 
from the fact that, for the decade 1919-20 to 1928-29, about 
one-third of the total production of all industries was exported 
from Australia.^ The proportion varied considerably from one 
^ Commonwealth Year Book, 1930, p. 144. 
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industry to another. Thus, of the total agricultural production 
about 28 per cent was exported ; of pastoral production, 67 per 
cent ; of dairy and farmyard production, 20 per cent. The pro- 
portion of the total primary production exported was approxi- 
mately 47 per cent ; of manufactured output, under 4 per cent. 
Of the total value of all exports, pastoral and dairy farming 
furnished 60 per cent, agriculture 25 per cent, and primary 
produce of all kinds 96 per cent. A very similar situation obtains 
in New Zealand, though the relative importance of the several 
branches of rural industry is somewhat different. For the decade 
1918-1927, pastoral products (including wool, meat, dairy pro- 
duce, hides, skins, etc.) constituted 92 per cent in value of all 
exports and agricultural products (including cereals, pulse, fresh 
fruits, etc.) only 1*4 per cent. Some idea of the varying degree 
to which various articles participate in the New Zealand export 
trade may be seen from the following averages for the period 
1925-26 to 1929-30.^ 


Commodity 

Percentage of 
Total Production 
Exported 

Commodity 

Percentage of 
Total Production 
Exported 

Beef 

21 

Mutton . 

54 

Lamb 

93 

Wool . . 1 

97 

Butter 

81 

Cheese 

95 


Changes in the relative importance of the articles of primary 
produce exported may be seen from a comparison of the annual 
averages of five fairly stable pre-war and post-war years. The 
figures for Australia are — 



1904 to igo8 

1 1923-4 to 1927-28 

Value 

{£ 1000 ) 

Percentage 
of Total 
Exports 

Value 

{£ 1000 ) 

Percentage 
of Total 
Exports 

Wool . 

22,278 

3('-23 

61,761 

4400 

Meats 

2.313 

376 

5.607 

3-99 

Wheat . 

4.444 

723 

20,239 

1442 

Flour 

1,100 

1*79 

5.965 

425 

Butter 

2,662 

4*33 

6,848 

4*88 

Cheese . 

8 

0*01 

233 

017 


' Statistics of value of total production of all articles are not available 
for New Zealand, and such detailed figures as are published are in broader 
groups than those for the Commonwealth. 
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In the case of New Zealand, wheat and flour are relatively unim- 
portant. For other commodities, comparable figures are — 



1904 to 1908 

1924 to 1928 

Value 

(£1000) 

l*ercentage 
of Total 
Exports 

Value 

(£1000) 

Percentage 
of Total 
Exports 

Wool . 

5.062 

35 * 

14,896 

28*89 

Meats 

2.995 

17-64 

9,749 

18*90 

Butter . 

C427 

8*40 

10.559 

20*45 

Cheese . 

435 

2*50 

6,208 

12*03 


By recasting the above figures and adding to them where neces- 
sary some idea may be obtained of the competitive power of the 
Australasian Dominions in respect of the primary products they 
export. The criterion here considered is the extent to which the 
articles are products of the extensive use of land. The following 
are the average annual values of exports of relevant commodities 
together with the percentage that each forms of the total value 
of all exports— 


Australia: 1923-24 to 1927-28 


Products of Extensive Use of Land 



(i'lOOO) 

% 

Wool and Sheep- 



skins . 

t> 5.‘)53 

47*1 

Other Skins, Hides, 


and Tallow 

5.979 

4*2 

Meats . 

5.607 

3*99 

Wheat and Flour 

. 20,204 

18*67 

'I'OTAL % 


73*96 


New Zealand 

Products of Extensive Use of Land 

Wool 

(£1000) 

0/ 

/O 

. 14,896 

28*89 

Hides, Skins, and 

Tallow 

* 4.249 

8*24 

Meats . 

. 9.749 

18*90 

Cereals, etc. . 

450 

0*87 


5690 


Products of Intensive Use of Land 



(£1000) 

% 

Fresh Fruit . 

1.227 

0*8 

Dried Fruits and 



Wine . 

. 2,105 

1*5 

Butter and Cheese 

• 7.081 

5*05 

Sugar . 

. 2,651 

1*8 



9*15 


1924 TO 1928 

Products of Intensive Use of Land 
(£1000) % 

Fresh Fruit . . 280 0 54 

Butter . . . 10,559 20*45 

Cheese . . . 6,208 12*03 


33*02 


Total 
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(b) The State in Relation to Marketing. In 1925, a Department 
of Markets and Migration (now the Department of Commerce) 
was established in the Commonwealth. Its main functions are: 

(i) the supervision of the grade and quality of goods exported; 

(ii) the organization of overseas marketing and the control of 
trade publicity abroad ; and (iii) the collection and dissemination 
of commercial information. The Department also takes part 
in the regulation of inter-State trade by collaborating with 
other bodies in the determination of the home and export 
quotas. 

The South Australian Government Produce Department 
experienced considerable losses after the war owing to the falling 
off in the export trade in mutton. The Department has been 
turned over to the recently formed Metropolitan and Export 
Abattoirs Board, and the State Produce Agency which was in 
existence in Queensland from 1919 until 1929 and which was 
concerned chiefly with local trade and with the supply of goods 
to farmers has been sold to private interests. In Western Aus- 
tralia, the Department of Agriculture operates butter factories, 
and the Wyndham Freezing Works in that State are government 
owned. In New South Wales there was until recently a state fruit 
cannery and the Victorian Government has for long operated cold 
stores in Melbourne. 

Officers, whose business it is to keep in touch with markets and 
report upon conditions of trade, are attached to the staffs of the 
High Commissioners and of the Agent s-General in London and 
trade commissioners are being appointed in many parts of the 
world. A considerable amount of publicity work is also under- 
taken at the London Offices of the various governments. 

(c) The Relation of the Internal to the External Market. Some 
indication has already been given of how, by the employment of 
various fiscal and other devices, a discrepancy has appeared 
between prices for certain commodities at home and abroad. Yet 
the field to which this policy can be applied is restricted, as may be 
seen from the figures on pp. 147-8 ; and, in any case, the internal 
market cannot offer permanent resistance to world price move- 
ments, unless a relative decline in the export trades is con- 
templated. The sheep and cattle industries are almost the only 
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ones that have not received some sort of subsidy in Australia 
and in which home and export prices tend to be uniform. Indeed, 
the former was even threatened with loss owing to the imposition 
for a time during 1930 of an export duty on sheepskins with a 
view to assisting the Australian fellmongering industry. Aus- 
tralian flour is quite frequently quoted at a lower price for export 
than for local consumption, the disparity being rendered possible 
by some degree of combination in the milling trade, by variations 
in the home demand for milling offals, and by the desire to keep 
mills running and so diminish overhead expenses. Temporary 
disparities may appear owing to climatic conditions in a State 
or to the restriction of the movement of livestock or of vegetable 
foodstuffs under its “quarantine powers." In New Zealand, 
except for wheat, prices in the internal market and for export 
are uniform. In both Dominions some of the costs of retail dis- 
tribution are higher than in the consuming countries abroad 
though other items, such as rent and service to customers, are 
often lower. 

(d) The Relation of Control Organizations to the Market. The 

somewhat anomalous position of the export control authorities 
has already been referred to. Except in the case of a few com- 
modities, middlemen and producers are left almost entirely free 
to regulate their relations with each other in respect of prices 
and the actual sale of goods. The Boards’ marketing activities 
arc similar in many ways to those of produce exchanges. Their 
London Agencies serve as clearing-houses for market intelligence 
and do something to remove causes of dispute between buyers 
and sellers. For the rest, they have no effective influence in any 
market transactions. 

The regulation of the domestic trade in certain commodities 
has resulted, in some cases already mentioned (Chapter III, 
.Section 3), in a degree of .security to processors and middlemen 
which they never before enjoyed. 

(e) The Marketing of Non-controlled Products. It is interesting 
to observe that the two important commodities, wool and wheat, 
of which the marketing is not subject to statutory regulation, 
may be distinguished from the rest by their methods of disposal. 
The first is uni(]ue in being sold by auction ; the second, in that 
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it may be, though seldom is, the subject of constructive specula- 
tion.^ Wool, too, is the one commodity of which Australian 
producers might have attempted to regulate prices with a pros- 
pect of some success, for the proportion of the fine wool entering 
into world trade which they supply is high. However, the rela- 
tively good prices which have ruled during most of the post-war 
period show that there would have been little to gain from any 
scheme of valorization, and the recent severe depression suggests 
that there might have been much to lose. In both of these non- 
controlled trades marketing efficiency, as judged by costs and by 
the quality of the organization provided, is high. 

(/) Recent Developments in Marketing Structure. In the main 
these have been in the direction of extending co-operative enter- 
prises. In Australia, and to a less degree in New Zealand, some 
progress has been made in the formation of producers* marketing 
organizations, with affiliated groups of co-operatives and repre- 
sentation in London. This development may be compared with 
what had already taken place in Denmark and is a perfectly 
natural consequence of the long-standing practice of selling 
through a multitude of small co-operatives. By these and other 
means, more direct and effective contact with final markets has 
been secured. Since the war, the producers and the various 
marketing agencies have become more closely knit. This measure 
of integration has been due partly to waning confidence in the 
efficiency of the middleman, partly to the realization that there 
are many ways in which the several interests can usefully co- 
operate, and partly to the direct challenge represented by pools 
and other forms of marketing control. Much of the marketing 
legislation in Australia and New Zealand has also been directed 
to the same end. How much further the process will go, it is not 
possible to say, but there are several directions in which it might 
be developed when conditions become more favourable. 

There has been a considerable decline in merchanting, i.e. in 
the purchasing and carrying of stocks by intermediaries not 
engaged in the retail trade or in manufacture. This is especially 

' The quality of the wheat is normally too high for it to be profitably 
tendered under a futures contract in Liverpool, say, but millers and 
others may, and do, hedge their purchases. 
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true of wheat, but it applies also to wool and perishable food- 
stuffs. The decline is in large measure due to the growth of large 
milling and retailing concerns which are able to dispense with an 
intermediary. To some extent it results from the fact that the 
small retailer has l)een given more direct access to the importing 
houses which in many cases are now prepared to sell such articles 
as meat and dairy produce in comparatively small quantities. 
Apart from the other influences at work, the long-continued fall 
in prices has been especially unfavourable to the operations of 
the merchant who cannot buy from hand to mouth in the way it 
is possible for millers, manufacturers, and retailers to do and who 
has stood to lose on whatever stocks he held. 

The decline in the importance of the merchant, as well as 
progressive deflation, has resulted in some change in the dis- 
tribution of market risks. Under present circumstances, there is 
less speculative buying in general and a marked tendency to 
throw back on to the producer the task of carrying stocks, which 
have become more “visible" in the process. To some extent, as 
with wheat and wool, he has readily assumed this risk and, so 
far as the Australasian trades are concerned, he has been in con- 
sequence impre.ssed with the necessity of meeting the market and 
avoiding the accumulation of stocks. It is perhaps worth noting 
that, down to 1930, .some buyers continued at times to take a 
favourable view of future price movements and that considerable 
support was afforded to markets in consequence. 

(g) The Place of Australasian Products in the British and other 
Export Markets.^ It is possible at this distance to estimate how 
far the pre-war trends in the development of export markets 
have been modified since 1920. As regards the total export trade 
of Australia and New Zealand, there was a steady decline during 
the post-war decade in the proportion directed to the United 
Kingdom and a similar decline in the relative amount of trade 
with other Briti.sh countries. The value of the export trade of 
Australia with the United Kingdom fell on the whole simul- 
taneously, though it remained unchanged in the case of New 
Zealand. Some rise was recorded in the pre-depression years in 

' For the statistical information upon which this discussion is based, 
see the detailed tables on pp. 158-167. 
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the value of New Zealand exports directed to British Possessions, 
but this was due in the main to increased trade with Canada, a 
trade that has recently been diminished by tariff adjustments in 
that country. The diminution of the share of the total exports 
taken by the United Kingdom in the post-war decade is in part 
explained by the increase of direct shipment and the decline in 
the entrepot trade. This is particularly true of wool, hides, 
skins, and wheAt, so that the recorded increase of trade with 
foreign countries in these commodities is to some extent fictitious.. 
Before the depression, the volume of exports of merchandise 
from Australia declined relatively to population, but it is impos- 
sible to say whether or not this was due to a greater degree of self- 
sufficiency or to a temporary advantage in the terms of trade 
(e.g. favourable wool prices). At the moment, with a depreciated 
exchange and favourable seasons, the trend of the volume of 
exports is upwards once more. This rise has been accompanied 
by a marked increase in the proportions of the total exports of 
both Dominions directed to the British market. 

These broad considerations do not, however, furnish any clue 
to the tendencies at work in particular trades and especially in 
those with which we are mainly concerned, i.e. wool, wheat, 
dairy produce, and meat. The percentage of the total Austra- 
lasian wool exports directed to Great Britain was declining before 
the war, and though there was a momentary recovery after 1919, 
the trend is still downward. The proportion of Australian wool 
exports that is now forwarded to the United Kingdom is less 
than one-third, and in the case of New Zealand is about three- 
quarters. Of the total Australasian export, only 40 per cent comes 
to Great Britain. Japan, France, Germany, and Belgium (in 
that order) are important customers and together take more than 
the mother country. The annual figures show that the trade with 
these countries is increasing, while there is a marked decline in 
the purchases of the U.S.A. The small amounts of New Zealand 
wool that go to Australia are partly for the use of manufacturers 
there and partly for sale by auction along with the Common- 
wealth clip. Yet, when all is said, it remains true that wool- 
growers are still largely dependent on Great Britain both for the 
consumption of their product and for its sale to foreign buyers. 



I5'4 AUSTRALIAN AND NEW ZEALAND PRIMARY PRODUCTS 

The degree of dependence upon the British market is not so 
great in the case of Australian wheat and flour. Prior to the war, 
the United Kingdom, with South Africa as a poor second, took 
about three-quarters of the wheat exported, but since 1920 there 
has been a marked falling-off both in the absolute quantity and 
in the percentage of the total exports directed to Great Britain. 
Like the flour trade, the trade in wheat is becoming widely 
scattered. More than one-third of the flour exports, which have 
expanded more rapidly in recent years than the exports of wheat, 
were directed to Egypt down to 1930 and the Netherlands East 
Indies is now almost as important a customer as Britain. 

The bulk of the Australasian dairy produce export is forwarded 
to the United Kingdom. Australians cheese trade is unimportant, 
but that of New Zealand is one of the most considerable in the 
world and is almost entirely with Great Britain. The marked 
expansion in the New Zealand exports, which was already in 
progress before the war, was rendered possible in part by the 
contraction of the Canadian share of the British market. The 
proportion of the butter exports directed to the United Kingdom 
is about the same as in pre-war years, but the absolute quantities 
are more than four times as great. Australia's second best cus- 
tomer is the Netherlands East Indies, which takes, however, only 
about 4 per cent of the total ; and, though New Zealand has had 
an important trade with Canada in recent years, rising to about 
20 per cent of the total export in 1929, this market has recently 
been lost through tariff changes, and is not likely to be restored. 

The vicissitudes of the meat export trade are interesting. In 
the early years of this century, the bulk of Australian frozen beef 
was sold to South Africa and the Philippines, and even Russia 
took as much, on the average, as Great Britain. A marked 
increase in the total trade began about 1909, and with the 
decline in exports from the U.S.A., more than three-quarters of 
the Australian output came to find a market in the United King- 
dom. After 1920, this tendency was reversed and, between 1926 
and 1930, only about half went to Britain, the proportion being 
now three-quarters. The New Zealand trade, which is less impor- 
tant than that of Australia, has been declining since the war. 
The proportion of the export that went to Great Britain fell for a 
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time, but almost the whole now goes to that market ; while for 
the two Dominions together, it is nearly 90 per cent. Since the 
taste for mutton is not so widely developed as that for beef, it 
is but natural to expect the exports of the former commodity to 
be directed to relatively few markets. In the early years of this 
century, Australia had a considerable mutton trade with South 
Africa, but, since 1909, the bulk of the output, like that of New 
Zealand, has been forwarded to Britain. The large exports from 
New Zealand to the U.S. A. in the years immediately following the 
war were abnormal, being due to the clearing of stocks by the 
British Government, and not to the opening up of a new 
outlet. 

From the tables presented, it will be seen how great is the 
dependence upon the British market for the disposal of foodstuffs. 
The development of other markets has not proceeded very far, 
and what little has been achieved has been due to geographical 
position and the available shipping services. Thus Australia 
has a far more considerable trade with the East than has New 
Zealand, while the latter country is in a more favourable position 
to trade with North America, owing to shipping arrangements. 
The opening of the Panama Canal has diminished the possibilities 
of trade between New Zealand and South America,^ but it has 
given direct access to the Atlantic ports of North America. The 
falling-off in the trade between Australasia and South Africa 
can be accounted for very largely by the development of agricul- 
tural industry in the Union. The policy of economic nationalism 
threatens at the moment to cut off alternative markets for food-, 
stuffs, with the resulting concentration of the trade more and 
more upon Great Britain. 

It is interesting to turn now to the other side of the picture, 
viz. the share of the British market secured by Australasian 
primary products. The import of wool from Australia and New 
Zealand was growing fairly rapidly before the war, but the 
average annual import from these sources during the period 
1925-29 was not so great as during 1909-13. This is partly 
explained by the decline in the entrepot trade, since the percentage 

^ At present (1936), however, a considerable number of cargo ships 
make the homeward voyage via Cape Horn and South American ports. 
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of imports retained was 62 for the more recent period, as com- 
pared with 56*5 for the earlier one. The net consumption of 
Australasian wool has not until lately been any higher than 
before the war. The amount consumed per head of population 
declined after 1920, but has risen since 1930. The fall during the 
post-war years was confined entirely to New Zealand wool, the 
Australian quota having continued to rise throughout. Of the 
total United Kingdom imports of wool, the proportion from 
Australasia has been declining of late and at 56 per cent is lower 
than for the pre-war years. 

Although there has been an expansion of wheat-growing in 
Australia since the war, the quantity imported into Britain was 
not very much greater during the post-war decade than for the 
jieriod 1909-13, and the share of the British market remained 
about the same. In recent years, however, imports from Aus- 
tralia have expanded considerably and now form one-fifth of the 
total. The New Zealand cheese trade, which constituted less than 
20 per cent of British imports in the five pre-war years, now 
amounts to nearly two-thirds. Australasian butter, too, occupies 
a much more important place in the British market than formerly. 
Since the war, New Zealand has provided on the average more 
than 20 per cent of the total imports each year and has for long 
furnished more than Australia. In recent years 45 per cent of 
the total imported supplies has been obtained from these 
Dominions, and the proportion is rising again. 

In view of the strong position of the Argentine, it would be 
idle to expect any increase in the quota of British beef supplies 
coming from Australasia. It is, indeed, somewhat remarkable, in 
view of the great advantages enjoyed by South America, that the 
trade has remained so extensive as it is. The proportion has fallen 
since 1920, yet the absolute quantity is greater than it was in the 
pre-war years. The import of mutton and lamb from the anti- 
podes declined both absolutely and relatively in the post-war 
decade principally owing to the fall in Australian exports. The 
trade has recently expanded and now nearly 70 per cent of British 
imports come from Australasia. 

The British entrepot trade in foodstuffs from Australasia is 
unimportant, though the figures may at times suggest otherwise. 
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It may be described as accidental and spasmodic, since the require- 
ments of the British consumer form the prime consideration 
with traders in food. 

One matter may be referred to finally in bringing this some- 
what tedious, but important and necessary, statistical review to a 
close. Simultaneously with the developments in the Australa- 
sian export trades that have just been discussed, changes have 
been taking place in the nature of the demand for foodstuffs 
in the United Kingdom and elsewhere. Increasing urbanization 
of the population, together with the elimination of much manual 
labour, has tended to reduce the per-capita consumption of the 
cruder forms of foodstuffs.^ 

(h) Producers* Critique of the Marketing Process. When, if 
ever, the farm was a closed economy, the ''satisfactions** it 
yielded depended upon the vagaries of the weather and the family 
capacity for consumption. When it came to furnish a surplus, the 
disposal of that surplus was in part a social occasion and a matter 
of direct bargaining (sometimes of barter) with consumers. With 
progressive specialization, the farmer tended more and more to 
qifit the commercial sphere and leave the disposal of his product 
to intermediaries. The result, particularly in times of economic 
stress, has not always been happy and now the tide is running 
strongly in favour of the farmer*s forming direct contact with 
consumers once more. Till recently, his intense individualism, 
the relatively favourable level of prices, and the reasonably 
satisfactory services of middlemen, who had evolved a system 
of marketing designed to conserve their own interest rather than 
that of producer or consumer, all tended to make the farmer con- 
centrate his energies almost entirely upon the work of production. 
When he is told that the major part of the marketing problem 
can be solved on the farm and that marketing is but a continua- 
tion of the productive process, he is naturally somewhat incredu- 
lous. He may be aware that his dissatisfaction with marketing 
methods is related to failure to develop a highly standardized 
product, but he feels that, if it is his business or that of his 

^ See, e.g. A. W. Flux — “Our Food Supply Before and After the War" 
(Journal of the Royal Statistical Society, 1930, p. 538); see also "The 
Agricultural Output and Food Supplies of Great Britain" (Ministry of 
Agriculture and Fisheries, 1929). 
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AUSTRALIA 


Percentage of Total Exports Directed to Each Country' 


Country 

1904-08 

I90c>-i3 

1919-20 

to 

1923-24 

1924-25 

to 

1928-29 

1929-30 

to 

1933-34 

United Kingdom* 

46-88 

45*14 

46-47 

38-69 

49*07 

British Possessions 






Canada 

0-31 

0*17 

0*23 

o*6o 

1*00 

Ceylon 

6-32 

4-24 

0*75 

0*40 

0-38 

Fiji . . . . 

0*44 

0*53 

0*41 

0*33 

— 

Hong-Kong 

i-i6 

098 

0*78 

0*38 

— 

India .... 

440 

2*96 

2*45 

2*78 

1*54 

Mauritius . 

0-07 

0*04 

0*10 

007 

— 

New Zealand 

3*21 

3*i6 

4*50 

3*02 

2*88 

Papua. 

o*o8 

o*i6 

0*19 

0*15 

— 

South African Union 

3*21 

2*39 

1*80 

1*53 

0*48 

British Malaya 

o-6i 

i*ii 

1*94 

1*30 

0*98 

Other British Possessions 

o-ii 

0*10 

2*82 

0*96 

2*52 

Total British Possessions 

19*92 

« 5-84 

15*97 

11*52 

9-78 

Total British Countries , 

66-8o 

60*98 

62-44 

50*21 

58-85 

Foreign Countries 






Egypt 

— 

— 

— 

2*26 

i*oy 

Belgium 

6*12 

8*19 

4*21 

5*41 

4*68 

Pacific Islands 

0*69 

0*84 

0*42 

0*30 

0*27 

Chile and Peru 

0-97 

0*82 

0*16 

0*27 

— 

China .... 

0*53 

0*20 

0*58 

0*41 

3*02 

P'rance 

8-85 

10*86 

7*8o 

1 1 *60 

6*58 

Germany 

8-00 

9*21 

2*29 

6*24 

5*63 

Italy . . . . 

032 

0*70 

3*93 

4*06 

3*38 

Japan 

1*35 

1*58 

6*20 

7*70 

10*01 

Netherlands East Indies 

0*33 

0*64 

1*76 

1-38 

1*40 

Netherlands. 

0-47 

0-40 

0*74 

0 71 

0*41 

Norway 

001 

— 

0*15 

0*05 

003 

Philippines . 

072 

0*70 

0*48 

0*33 

0*35 

Spain . . . . 

0-09 

0*03 

0*15 

015 

0*17 

Sweden 

o-oi 

0*01 

0*15 

0*21 

0*17 

U.S.A. 

3-87 

2*74 

7*12 

7*49 

2*91 

Russia 

— 

— 

— 

0*52 

— 

Other Foreign Countries 

0-87 

2*10 

1*42 

0*70 

1*09 

Total Foreign Countries 

33*20 

39*02 

37-56 

49*79 

41*15 

Total . 

100*00 

100*00 

100*00 

100*00 

lOOOO 


‘.“*“1 1 1* 


' Source : Commonwealth Year Books. 

* Excluding Irish Free State after 1923-4. 
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NEW ZEALAND 


Percentage of Total Exports Directed to Each Country^ 


Country 

1904-08 

1909-13 

1921-25 

1926-30 

1931--34 

United Kingdom . 

7963 

8 o *44 

82*36 

74-66 

85-90 

British Possessions 






Canada 

— 

1*56 

1*13 

3*73 

1*07 

India .... 

, — . 

0*01 

0*50 

0*39 

0*13 

Ceylon 

— 

0-43 

005 

0*01 

— 

Union of South Africa . 

— 

0-34 

0*10 

0*07 

— 

Australia 

— 

11*30 

4*97 

5*93 

3*70 

Fiji . . . . 

— 

0*41 

0*26 

0*30 

0*22 

Other British Possessions 

— 

— 

0*49 

0*52 

0-45 

Total British Possessions 

1520 

14*05 

7*50 

10*95 

5*57 

Total British Countries. 

9483 

94*49 

89*86 

85*61 

91*47 

Foreign Countries 






Germany 

— 

0*97 

1*23 

1*53 

1*16 

France 

— 

0-37 

0*6 1 

1*99 

1*76 

Belgium 

— 

o-io 

0*12 

0*34 

0-75 

Japan 

— 

— 

0*41 

0-57 

1*02 

U.S.A. 

— 

3*01 

6*81 

8-83 

2*54 

Other Foreign Countries 

— 

I *06 

0*96 

1*13 

1-30 

Total Foreign Countries 

5*17 

5*51 

10*14 

14*39 

8-53 

Total . 

100*00 

100*00 

100*00 

100*00 

100*00 


‘ Source : N.Z. Year Books and Annual Statistical Reports on Trade 
and Shipping. The calculations for the first period are made first-hand. 
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AUSTRALIA AND NEW ZEALAND 
Distribution of Exports among Various Countries 
L Wool (million lb.) 


Average Annual Exports to 


Period 

Exporting 

Country 

Average 

Annual 

Exports 

United Kingdm. 

France 

c 

a 





09 



Quantity 

% 

§ 

s 

•i 

& 

U.S.A 

Italy 

Japar 

a 

rt 

U 

I/) 

3 

< 

1904-8 

Australia 

New Zealand 

488 

155 

233 

151 

ts. 

109 

X 

72 

49 

i8 

2 

2 

4 




Total 

^43 

384 

597 

no 

72 

49 

20 

2 

4 



1909-13 

Australia 

New Zealand 

627 

188 

244 

177 

389 

94 * I 

166 

2 

II9 

4 

63 

16 

4 

5 

9 




Total 

815 

421 

51 7 

168 

123 

63 

20 

5 

9 



1920-21 

to 

Australia . 

618 

291 

471 

117 

33 

48 

43 

28 

46 



1924-25 

1920-24 

New Zealand 

213 

187 

877 

3 

6 


8 


3 

2 

X 


Total 

831 

478 

57-5 

120 

39 

48 

51 

28 

49 

2 

1 

1925-26 

to 

Australia 

778 

242 

311 

185 

95 

85 

34 

35 

89 



1929-30 

1925-29 

New Zealand 

220 

164 

74-5 

18 

12 


10 


5 

3 

5 


Total 

998 

406 

40 7 

203 

107 

85 

44 

35 

94 

3 

5 

1930-31 

to 

Australia 

848 

261 

307 

120 

1X0 

89 

10 

56 

179 

2 


1933-34 

1930-34 

New Zealand 

238 

179 

75*2 

17 

xo 

8 

2 

2 

8 

4 

5 


Total 

1086 

440 

405 

137 

120 

97 

12 

58 

187 

6 

3 
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V. New Zealand Cheese (1000 cwt.) 


Period 

Average 

Annual 

Exports 

Average Annual Exports to 

United Kingdom 

South Africa 

Australia 

U.S.A. 

Quantity 

% 

1904-08 

165 

162 

98*1 

I 


- 

1909-13 

496 

493 

99-5 

2 

- 

- 

1920-24 

1357 

1353 

997 

- 

3 

- 

1925-29 

1536 

1525 

99-3 

- 

6 

3 

1930-34 

1841 

1839 

99-8 
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Vll. Mutton and Lamb (million lb.) 


Averagk Annual Kxports to 


Period 

Exporting 

Country 

Average 

Annual 

Exports 

U. Kingdom 

1 


rt 

S’ 

Gibraltar 



1 

d) 

U 



Quan- 

tity 

% 

< 

JS 

1 

Canada 

JS 

‘B 

‘u 

n 

U.S.A. 

Hawaii 

oy 

2 

c 

1904-08 

Australia . 
New Zealand 

85 

182 

67 

181 

78*8 

99*4 

14*0 

0*7 

0-8 







Total 

267 

248 

92*8 

147 

0-8 






1909-13 

Australia . 
New Zealand 

151 

227 

143 

226 

947 

99*5 

2-3 

17 


0’2 

O’l 




Total 

378 

369 

97-6 

2-3 

17 


0-2 

O’l 



1920-21 

to 

Australia . 

81 

76 

93-8 

0*1 

0’2 

I’O 




0*4 

1924-25 

1920-24 

New Zealand 

331 

310 

93-6 


I’l 



20*0 

0’2 



Total 

412 

386 

937 

O’ I 

I '3 

10 


20-0 

0’2 

0-4 

1925-26 

to 

Australia . 

82 

74 

90*2 


2-0 

11 





1929-30 

1925-29 

New Zealand 

301 

299 

99-3 


0-2 



I’O 




Total 

383 

373 

97-4 


2’2 

11 


I’O 



1930-31 

to 

Australia . 

154 

148 

96*1 



1-0 

0-2 



0-5 

1933-34 

1930-34 

New Zealand 

404 

403 

997 









Total 

558 

551 

987 



10 

0-2 



0’5 
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I. WOOL 


Average Annual Imports into the United Kingdom and Proportions 

THEREOF FROM AUSTRALIA AND NEW ZEALAND (million lb.) 



I904>o8 

1909-13 

1920-24 

1925-29 

1930-34 

Av. Ann. Impt. into U.K 

664 

801 

852 

791 

858 


„ „ „ „ from Australia 

274 

300 

356 

252 

283 


„ „ „ „ from New Zealand 

148 

i8x 

193 

185 

205 


Av. % Imptd. Ann. to U.K. from Australia . 

41-2 

37‘2 

417 

31-8 

329 


„ „ „ „ from New Zealand 

22-2 

22*4 

22-6 

23-3 

239 


„ „ „ „ from Australasia 

634 

59-6 

64*3 

55-1 

56-8 


Av. Ann. Amt. from Australia retd. U.K. 

lOQ 

131 

150 

154 

212”) 

1 

„ „ „ New Zealand „ „ 

125 

141 

150 

117 

122 


„ „ „ Australasia „ „ 

234 

272 

300 

271 

334 


Av. % Impts. from Australia retd. U.K. .• 

39-8 

43-7 

42-2 

6i*o 

737 


„ „ „ New Zealand „ „ 

844 

77*9 

777 

632 

60*4 


„ „ „ Australasia .. „ 

55-2 

56*5 

54-6 

62-0 

68*0^ 



^ 1930-1933 


II. WHEAT 

Average Annual Imports into the United Kingdom and Proportions 

THEREOF FROM AUSTRALIA (million CWt.) 



1904-08 

1909-13 

1920-24 

1925-29 

1930-34 

Av. Ann. Impt. into U.K 

„ „ „ from Australia 

Av. % Imptd. Ann. to U.K. from .Australia . 

95-34 

8-40 

8-8o 

103-34 

11-74 

11*40 

101*07 

14-38 

14*20 

105*18 

12*66 

12*00 

108*98 

22*22 

20*30 


III. BUTTER 


Average Annual Imports into the United Kingdom and Proportions 

THEREOF from AUSTRALIA AND NeW ZEALAND (lOOO CWt.) 



1904-08 

1909-13 

1 

i 

1920-24 

1925-29 

1930-34 

Av . Ann. Impt. into U.K 

4229 

4167 

3975 

5996 

8357 

M M (1 1, from Australia 

502 

621 

662 

808 

1620 

„ „ „ „ from New Zealand. 

288 

304 

856 

1237 

2164 

Av. % Imptd. Ann. to U.K. from Australia . 

11*8 

14-6 

i6*6 

13-4 

19*4 

„ „ „ from New Zealand 

6*8 

7-3 

21*5 

20*6 

25-8 

„ M n „ from Australasia 

l8*6 

21*9 

38*1 

34-1 

45-2 
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IV. CHEESE 

Average Annual Imports into the United Kingdom and Proportions 
Thereof from New Zealand (1000 cwt.) 



1904-08 

1909-13 

1920-24 

1925-29 

1930-34 

Av. Ann. Impt. into U. K 

„ „ „ „ from New Zealand 

2463 

149 

2360 

462 

2746 

1342 

3009 

1571 

3006 

1939 

Av. % Imptd. Ann. from New Zealand 

6-0 

19-4 

489 

52 a 

64*5 


V. BEEF 


Average Annual Imports into the United Kingdom and Proportions 

THEREOF FROM AUSTRALIA AND NeW ZEALAND (lOOO tons) 



1904-08 1 

1909-13 

1919-23 

1924-28 

1929-33 

Av. Ann. Impt. into U.K 

26257 

375*8 

525*44 

637*64 

571*49 

,, „ „ „ from Australia 

3*68 

42*43 

51*52 

59*3 

49*98 

„ „ ,, „ from New Zealand. 

12*99 

17*5 

34*67 

2412 

20-99 

Av. % Imptd. Ann. to U.K. from Australia . 

1*4 

11*2 

9*8 

9*3 

8*7 

„ „ „ „ from New Zealand 

4*9 

4*6 

6*5 

3*7 

3*7 

„ „ „ „ from Australasia 

6-3 

15*8 

16-3 

13*0 

12-4 


VI. MUTTON AND LAMB 


Average Annual Imports into the United Kingdom and Proportions 

THEREOF FROM AUSTRALIA AND NeW ZEALAND (lOOO tons) 


i 

1 

1904-08 

I9t>9“i3 

1919-23 

1924-28 

1929-33 

Av. Ann. Impt. into U.K 

„ „ „ „ from Australia 

,, ,, „ „ from New Zealand 

203-5 

2778 

86-40 

252-98 

64-04 

104-36 

286-86 ^ 

569 

148*3 

268-22 

29-08 

131*18 

326-59 

53*99 

171*59 

Av. % Imptd. Ann. to U.K. from Australia . 

„ „ „ „ from New Zealand 

„ „ „ „ Australasia 

13-6 

42*4 

560 

25*3 

41-2 

66-5 

19-8 

51*7 

71*5 

10-8 

48*9 

59*7 

16-5 

52*2 

68-7 


Notes to the Tables on pp. 166 and 167 — 

Tables I to IV are calculated from the Annual Statement of Trade and 
Navigation for the United Kingdom. For the three post-war periods the 
calculations in Tables V and VI are based on the figures supplied by the 
Imported Meat Trade Association. 

The abbreviations in the Tables stand for — 

Average Annual Imports into the United Kingdom. 

Average Percentage Imported Annually into the United Kingdom. 
Average Annual Amount from . . . Retained in the United Kingdom. 
Average Percentage of the Imports from . . . Retained in the United 
Kingdom. 
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co-operative to achieve greater uniformity and reliability, then 
the middlemen's task may become simple enough for him to 
assume it himself. 

Since the war revealed his limitations, the middleman has 
come more and more under fire. So far as his services are said 
to add unduly to marketing costs, the complaints would appear to 
be capable of some measure of statistical verification. Yet any 
one who has endeavoured to analyse these costs or who has 
considered the results achieved by Royal Commissions or by 
business research departments of American universities will 
cherish no illusions as to the degree of success that can be attained. 
The nearer we get to the consumer, the more complicated the 
problems become, and any estimate of costs over the whole 
field of distribution is impossible. The producer complains not 
only that there are too many steps in the distributive process, 
but also that there are too many middlemen of the same type at 
each stage. As to the first, it is argued that sub-division of func- 
tion in marketing is analogous to division of labour in a manu- 
facturing concern. The analogy is, however, by no means per- 
fect, for the middlemen act as independent units, each mainly 
concerned for its own interests, whereas the manufactory is 
usually under unified control. Though it is necessary to pay for 
services, whether rendered by an integrated enterprise or by 
separate agencies, the measurement and control of costs is more 
directly possible in the first case. They may be higher or lower 
than would otherwise obtain, but at any rate it is clear how and 
why they are incurred. It is a fact that this consideration weighs 
as much with producers as the possibility of effecting economies 
by the reduction of the number and of the remuneration of middle- 
men. As to the second point, that there are too many middlemen 
of the same type at any one stage, it is no answer to say that 
Competition will have driven out the inefficient and will have left 
the field to the efficient. Every new middleman who engages in 
trade on his own account will be as likely as not to attract away 
at least enough business from the old ones as to force them 
to raise their margins somewhat, and then the newcomer will 
perhaps be on level terms with them. The notion of sub-marginal 
men who are driven out of production or trade by the forces of 
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competition does not appeal to the farmer, who does not believe 
that the principle works in practice. 

The farmer is also critical with regard to the share of the risk 
borne by those who pass on his product to the consumer. A 
great deal of confusion arises from the assumption that risk- 
bearing is a function pertaining almost wholly to the commercial 
sphere. Those who extol the services rendered in this connexion 
by the investor and the business man are apt to forget that the 
farmer, like the wage-earner, assumes risks that are every whit 
as great, if not greater. The intermediary can wait and see what 
fortune attends the producers* efforts and size up the relation of 
supply to demand before he embarks a penny on the product. He 
can protect himself by reducing his offers, if the season has been 
a bounteous one, leaving the farmer perhaps ruined by plenty. 
Some intermediaries secure effective protection all along the 
line. The device of constructive speculation was not invented for 
the farmer, but for the trader. The commission agent does not 
appear to bear any greater risk than the wage-earner and may, 
at the worst, simply find himself unemployed. Merchants who 
actually purchase stocks assume a greater degree of risk, but 
they are now few and are safeguarded to some extent against 
loss from defective quality. It may be true that efficient market- 
ing should reduce all risks to a minimum, but it is none the less 
true that when risk threatens to increase, the middleman can 
far more readily divest himself of it than can the farmer. 

Concentration and combination on the buying side is another 
development which has not escaped the producers’ attention. For 
example some 3500 shops in the provision trade in Great Britain 
are operated by Unilever Ltd. and about 1000 by International 
Stores Ltd. While these figures may appear trifling when com- 
pared with the host of small grocers, estimated at 200,000, there 
is no doubt that the multiple-shop concerns are able to exert a 
powerful influence upon prices. Though the ’’meat trust” bogy 
has been largely destroyed, it is not certain that wool auctions 
are always free from the operations of what are tantamount to 
buying rings.” It is true that a mistake in buying or selling is 
multiplied by the size of the large concern, but these have an 
ability to correct their mistakes which is not vouchsafed to all. 
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Organization of buyers appears to the farmer to require organiza- 
tion of sellers, just as during the war. 

Producers have had little to say until lately about the monetary 
policies that have contributed to their present difficulties. That 
is not surprising, not only on account of the technical difficulties 
of the subject, but also because Australia and New Zealand 
can have very little control over the monetary policy pursued by 
the great banking systems. 

What the farmer will do further regarding all this remains to 
be seen. It seems clear that whatever he does do will result in 
loss for a time, since every radical change in the working of the 
economic system involves a tribute to the vested interests dis- 
placed as well as the purchase of experience. Yet if he is minded 
to take a new road, neither the propaganda of those who have no 
interests to serve but their own, nor the nice demonstrations of 
traditional economic theory will stay the farmer's steps. 

2. The Marketing of Wool 

Natural conditions have determined that Australia, and to a 
less degree New Zealand, shall be large producers of wool. The 
pressure on the soil is slight, competition from alternative forms 
of rural enterprise is unlikely to bring about any considerable 
reduction in sheep numbers, and over a large extent of Australia 
the land and herbage are suited for nothing so well as the pro- 
duction of merino wool. Australia may lack the ability to pro- 
duce those fodders which are so great an asset to the Argentine 
meat trade, but the vegetation of her hinterland is more adapted 
to the depasturing of sheep than is, say, that of South Africa. 
Yet local conditions are so varied in Australia that there is neces- 
sarily a wide range in the qualities of the wool. Large numbers of 
sheep, too, are kept upon improved land, often in association 
with some other branch of farming, such as wheat-growing and 
even dairying. Though the wools vary considerably from area 
to area, the quality from each is fairly well defined and buyers 
are often able to determine upon inspection, not only where the 
wool was grown, but also the climatic conditions that prevailed 
during the growing season. 

Australia's predominant position may be gauged from the 
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fact that she produces one-fourth of the world's wool^ and that 
her share in the world trade in wool is no less than one-third.* 
Any increase in the production of crossbred sheep and lambs 
for meat is not likely to affect greatly the absolute amount of 
merino wool clipped since that wool comes mainly from areas 
where conditions are unfavourable to the meat sheep. New 
Zealand, on the other hand, produces very little merino wool, 
as sheep are kept for their joint product. The bulk of the clip is 
medium crossbred, a grade for which prices never rule very high. 
The total production is about one-thirteenth of the world out- 
put and the exports amount to about one-eleventh of the whole 
international trade.* 

The Aiistralian Wool Market. Three bodies are concerned in 
the working of the wool market — the Australian Wool Growers* 
Council, the National Council of Wool Selling Brokers, and the 
Wool Buyers’ Association. The first two bodies collaborate in 
arranging the selling programme and also interchange views upon 
other matters of mutual concern. The selling programme is 
drawn up at an annual conference in one of the capital cities in 
June. The conference considers the estimated number of bales 
that will be offered for sale and fixes the proportion, usually more 
than half, that is to be disposed of before the end of the calendar 
year. The dates of sales and the period over which they are to 
be spread are also decided upon and the quantities to be offered 
in each centre and at each series of sales are tentatively deter- 
mined. The brokerage houses share in the allocations in accor- 
dance with the quantities which they have in store about the time 
of sale. It may be necessary, owing to the state of the market, 
to vary the rate of selling, a course which has been taken during 
particularly depressed periods in the past few seasons. Such 
modifications are, however, to be deprecated. In the first place, 
the method of procuring them is cumbersome, since the national 
organization cannot act swiftly; in the second, any special 

^ Statistical Year Book of the League of Nations, i93*“33. gives: 1931 — 
World production, 1664 metric tons ; Australia, 449 metric tons. 

* See International Year Book of Agricultural Statistics. 

» For the 1933-34 season, 82 per cent of the Commonwealth clip and 
2 per cent of the New Zealand clip was merino. For the two Dominions, 
66 per cent of the output was merino. 
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restriction of offerings tends to have the very effect it is desired 
to avoid, since buyers may suspect that supplies are heavier 
than anticipated. The object of the normal regulation of offerings 
is not merely to steady the market and influence prices, but to 
ensure the orderly disposal of the clip in such a way as will be 
advantageous to all the interests concerned. Unduly heavy 
catalogues make it impossible for buyers to value and inspect the 
wool thoroughly and this results in irregularity in the com- 
petition at sales. On the other hand, it is fully recognized by the 
growers and brokers that there is nothing to be gained by any 
arbitrary restriction of offerings at those times when the market 
appears to be oversupplied. The wool must in any case be dis- 
posed of in the end and, under the conditions of demand which 
have prevailed for some years past, the accumulation of stocks 
must be avoided. A policy of free selling is the only cure for want 
of confidence among buyers due to the feeling that supplies are 
too heavy. Still, a progressive fall in prices tends to destroy con- 
fidence whatever the selling policy, since there is no saying when 
the bottom of the market has been reached. 

The conditions of sale provide that bids must advance by 
not less than Jd. per lb., that wool has to be removed from the 
warehouse within three days of sale (in default of which additional 
charges accrue), and that all disputes regarding faults, errors of 
description, weights and tares of packages must be settled before 
then. Purchasers are safeguarded against false packing. 

The organizations of the buyers and of the selling brokers 
agree mutually upon the rules that shall govern the dealings. 
Sample bales are required to be shown on properly lighted top 
floors only and the width of the inspection alleys is specified. 
The percentage of sample bales to be shown from each lot is 
also laid down. Three bales are shown when lots are of five to 
ten bales ; 20 per cent of lots of over ten and under twenty bales ; 
15 per cent of lots of twenty bales and over and under 100 bales ; 
and 10 per cent of lots consisting of 100 bales or more. The 
sample bales are drawn at random and when all the bales in any 
lot do not carry the original brand of the grower, a greater per- 
centage than that prescribed above must be shown. Lots of 
three bales and under are catalogued and sold separately, and, 
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if misbranding or false packing be discovered beforehand, the 
lot concerned is withdrawn from sale. Re-packed and re-con- 
ditioned wool must be specially designated. 

The National Council of Wool Selling Brokers fixes the broker- 
age commission and also the charges for storage and insurance. 
The rates are kept down, partly by the possibility of competition 
among the proprietary houses and partly by the existence of 
co-operative broking concerns. 

The Growers* Share in Marketing. The work of the grower 
consists in shearing, classing, baling, and dispatching the wool to 
the brokers* stores. When the flocks are large, the organization of 
the work of shearing, etc., reminds one rather of large-scale factory 
production than of rural enterprise. In shearing, the belly wool 
and locks are taken off first and the remainder of the fleece is 
shorn in one piece. The fleece is skirted” by the wool-classer, 
i.e. such parts as are not of the average quality of the whole are 
trimmed off. The large stations are able to employ expert classers, 
who grade the main body of the wool into “firsts,” “seconds,** 
“combing,** and “clothing.**^ The locks, pieces, belly, and fleece 
wools are all packed separately and the bales marked with the 
station brand and the word and lettering denoting the quality. 
There are, of course, many cases in which the classing is imperfect 
from the buyer*s point of view, but the process must not in any 
case be carried too far and embrace the work of sorting which 
belongs to users and merchants. On the whole, it is true to say 
that of all the wool which enters into world trade the Australasian 
clips are the most carefully prepared for market. The classed 
wool is packed in bales which are filled in a wool-press.^ These 
woolpacks, which weigh about ii lb. and cost about 5s. each, 
are made of jute, a material which is not thoroughly satisfactory, 
but for which no suitable substitute has yet been found. Wool 

' For details of classes, see C. E. Cowley — Classing the Clip, p. 186. 
Sydney, 1928. 

* A “bale of wool,” to be accepted as such, must be packed in a recog- 
nized woolpack, be in a shapely, shippable condition, and weigh not less 
than 200 lb. for greasy and 100 lb. for scoured wool. If under the acknow- 
ledged weight, the package is known as a“butt.“ Wool is also delivered 
to brokers in bags of various sizes. A “ fadge “ is a parcel of wool contained 
in a number of bags opened out and sewn together in the form of a kind 
of bale. The tare of bags and fadges varies. 
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users complain that the fibre gets among the wool and causes loss 
during the process of manufacture. However, it is necessary to 
provide a pack of stout material, as the filled bale may weigh 
over 300 lb. and as it is subjected to much rough handling. For 
this reason, experimental packs made of wool, paper and wire, 
etc., have proved unsuitable, quite apart from their increased 
cost. The jute in wool trouble could be minimized by the exer- 
cise of greater care in the opening of bales for display and 
sampling. 

Very little wool is auctioned in the scoured or washed state 
in Australasia,^ since the balance of economic advantage is 
against the practice. Where land transport over considerable 
distances is involved, important savings in freight might be secured 
by washing wool beforehand, since its weight may be reduced by 
50 per cent or more. Some New Zealand wool, too, becomes dis- 
coloured after a long sea voyage in the grease. Scoured wool is, 
however, liable to become mildewed or otherwise damaged owing 
to the absence of the natural protection. In any case, users claim 
that greasy wool can be more readily sorted to the requirements of 
manufacture. One of the arts of top-making consists in the 
blending of different sorts of raw wool in the grease and, while 
this is so, buyers are not likely to be attracted by offerings of 
scoured wools. 

The Work of the Selling Brokers. Some 90 per cent of the clip 
is disposed of at auction sales in Australia. Of the balance, part 
is shipped directly to London and a negligible proportion is sold 
privately by the growers. This country wool buying is to be 
deprecated, even though some of the wool is purchased by specu- 
lators and eventually reaches the auctions. Occasionally, buyers 
for export operate in the country, usually because they desire to 
obtain certain qualities quickly for their principals, who are 
unable to wait until the wool appears at the auctions. Growers 
are attracted by the advantage of quick sale, yet their wool does 
not meet with the full competition of buyers and they are not 
assured of getting the full market value on the day. They may, 
of course, realize more on occasion, but they may be involved 

^ In 1933-34. 6 per cent in Australia and a negligible quantity in New 
Zealand. 
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in the risk of loss from the buyer s default, a risk which the 
auction system eliminates. Country wool-buying is really of small 
amount,^ but any practice which threatens the supremacy of the 
auction sales must be guarded against. Accordingly, the Wool 
Buyers* Association has agreed on behalf of its members to refrain 
from private buying, so long as catalogues are framed with due 
consideration for their requirements. 

There are a few co-operative broking houses, but the great 
majority, and the leading ones, are joint-stock concerns, much of 
whose capital is owned by the growers themselves. Wool- 
broking is a highly concentrated business.^ Over the whole of 
Australasia, only sixty-four firms participate, and many of these 
handle quite small amounts as a sideline to other activities. In 
the 1930-31 season, two firms together undertook over 25 per 
cent of the Australasian wool-broking business, or a total of over 
750,000 bales, and one of the firms dealt with nearly 500,000. 
In the United States, some 400 central dealers, as well as a large 
number of local buyers, are engaged in disposing of a clip one- 
third the size of Australia*s.^ Included in the work of many of 
the Australasian wool-broking houses are the financing and 
operation of sheep stations, the furnishing of station supplies, 
and the selling of land and livestock. Not all the brokers actually 
sell wool, but they insure it, make advances against it, and own 
and operate warehouses. 

The selling brokers prepare the catalogues and display the 
wool on the show floors for buyers* inspection. The in-weights 
are used as the basis of payment after sale, though buyers may 
demand out-weights, if they choose. The system normally works 
in their favour, since the wool is relatively dry on arrival and may 
absorb moisture at the coastal selling centres. The clips from the 
large stations are easy to deal with, because adequate classing 
has been effected and the wool divided into lots consisting of even 
lines of each description. Yet some growers may desire to sub- 
divide a line into a number of lots, thinking perhaps thereby to 
increase the competition within the range, though at the same 

' The highest estimate in recent years is 75,000 bales in N.S.W. 

2 See statistics appended to this section. 

3 Walker — Some Factors Affecting the Marketing of Wool, p. 42. 

13 -(C.219) 
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time adding to the work and cost of selling. Where the clip is 
small, the grower may leave the work of classing entirely to the 
broker or he may partly class the wool and have the broker com- 
plete the process. In the former case, the wool of several clips 
may be pooled, each class being binned in order to make larger 
lines.^ The growers share in the receipts according to the pro- 
portions of each class of wool that they have contributed. 
Another method employed to secure large lines is to combine small 
lots of the same quality and offer them together. This practice, 
which is known as interlotting, does not involve the unbaling of 
the wool. Wool which has been re-classed by the brokers usually 
attracts keen competition, since buyers are able to rely on the 
expertness of the work. In Queensland, the Department of 
Agriculture undertakes the work of classing small clips at very 
low cost. Growers are expected only to separate locks and belly 
wool, to keep merino and crossbred wools apart, and to remove 
valueless portions of the fleece. The rest of the work is performed 
at a charge of los. per bale, which includes insurance while the 
wool is in the Department's hands. 

The quantity of wool that can be disposed of on any one sale 
day depends more upon the number of lots into which it is 
divided than upon the total number of bales offered, and brokers 
must have regard to this fact in preparing their catalogues. 
These give details concerning the number of bales in each lot, 
the description of the wool, and the station brands. Despite the 
disadvantages, the number of small lots is considerable, and may 
even exceed the number of large lots. **Star lots,'’^ as the small 
lots are designated, do not bring such good prices, as a rule, as 
longer lines. Buyers consider that they are unable to estimate the 
yield so accurately when lots consist of less than ten bales, and 
they must protect themselves accordingly. On the other hand, 

‘ But this is said to lead to “lot splitting” by buyers who agree not to 
compete against one another. The Auctions (Bidding Agreements) Act, 
1927 (U.K.), prohibits the practice of combining to diminish competition, 
but such a practice would be difficult to detect. Bona fide agreements of 
joint purchase are not, of course, affected. 

• The term really has no application in Australia, where these lots are 
either listed separately in the catalogue or in a special catalogue. The 
name originated from the practice of designating lots of less than three 
bales by a Maltese cross in the London catalogues in which the “ Star lots” 
are not separately listed. 
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‘*Star lots often consist of ends of ranges that could not in any 
case bring full prices, as they have to be sorted by merchants. 

The order in which wool comes up for sale is strictly deter- 
mined. The general principle is that it shall be sold in the order 
of arrival at the broker’s store. It is necessary to have a definite 
understanding, as growers are usually anxious that their clips 
shall be disposed of as soon as possible after shearing, though some 
may prefer to wait, if they think prices will improve. Some 
modification of the rule regarding order of sale has been made in 
New South Wales since the 1928-29 season. If the rule is strictly 
observed, it may not be possible to provide as wide a selection 
of wools as current market requirements demand. Thus buyers 
who are seeking *‘free” wools before Christmas may find only 
burry wool offering and so be left with nothing to do for the time 
or be compelled to make private purchases in the country. It 
was desirable, therefore, to give a measure of preference to certain 
wools. Accordingly, the State is divided into zones, corresponding 
to the early and late-shearing districts, and for the purposes of 
priority of sale a separate group, limited to 60,000 bales^ of the 
later-shorn wools received before Christmas, is formed. The wool 
in this group comes up for sale in the order of its arrival at the 
warehouses, simultaneously with the general stock. After the 
end of the year, the principle of sale in order of arrival is reverted 
to for all wools. The result of the arrangement is that buyers have 
a selection of fine, ’Tree” wools placed before them early in the 
season, instead of having to confine their attention in the main 
to the early-shorn and burry sorts. The scheme has been modi- 
fied since its inception, but represents on the whole a wise attempt 
to deal with a difficult marketing problem. Some growers have 
abused the provision by hauling their clips to railway stations 
within the preferred zone and the graziers’ organization actually 
carried (but rescinded) a motion against continuance. The extent 
of the delay to other sellers does not exceed seven or eight selling 
days or less than a fortnight at most. It is possible for a grower 
to have the sale of his clip deferred by arrangement with the 
broker, but this is rarely done. All wool must actually be in store 

^ Reduced to 40.000 bales for 1932-34: but increased to 100,000 for 
1934 - 35 - 
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before it is catalogued and at least 20 per cent of the clip of any 
one grower must be to hand in order to constitute an entry. 

The selling season extends from about September until May, 
covering a period of some nine months and usually beginning in 
Sydney. The date when sales can be successfully begun is largely 
determined by climatic conditions and any attempt to bring the 
opening date forward when shearing happens to be late results 
in fiasco. Clearing-up sales may be held in the winter, especially 
in Brisbane, but they are not important. Prior to the war, when 
the selling season lasted about six months, users were compelled 
to carry stocks to a far greater extent than is now necessary. 
The extension of the season has enabled them to save interest, 
avoid some of the risk of price-fluctuation, and buy for known 
requirements. So that, although buying may be more from hand 
to mouth than was formerly the case, this is not to be taken as a 
sign of lack of confidence in future market movements. The only 
danger from the user’s point of view is that widespread drought 
might make it impossible for him to cover his requirements 
quickly at any time. It is unlikely that the selling period will be 
further extended and all the year sales arranged as in London, 
since buyers usually have to return to their home countries in 
the off-season to consult their principals and make arrangements 
for the ensuing season. During the period, the dates of the sales 
are fixed so as to avoid those at one centre clashing with those 
at another. Hence it is possible for buyers to attend at more than 
one centre, though distances are so great in Australia that the 
expense and fatigue involved are considerable. It is not possible 
under the circumstances for individual buyers to maintain per- 
sonal contact with all the selling centres, but the arrangements 
are such as to minimize the risk of irregular competition. 

When delivering his wool, the grower may indicate to the broker 
the reserve price which he places upon it and instruct that it be 
sold for not less or at or near that valuation. This procedure is 
not altogether satisfactory, since it is very difficult for the grower 
to determine the value of his wool. Current realizations or the 
price secured by a neighbour can be no guide in a fluctuating 
market. If the value is set too high, as is sometimes done in the 
belief that the broker will thereby be driven to make special 



THE STRUCTURE OF THE MARKETS I79 

efforts, and the wool passed in in consequence, buyers tend to 
ignore it when it comes up for sale again, especially if full value 
on the day has already been bid for it. Under the circumstances, 
the grower is well advised to leave the fixing of price limits to the 
selling broker. Whatever course is taken, there ought to be some 
degree of elasticity in the limits determined upon, since even an 
expert valuation, made near the day of sale, will not necessarily 
bear any close relation to prices bid in the auction room. In 
fixing reserves, growers should have in mind the lowest price that 
they would accept under any circumstances, rather than the 
highest price they hope to realize under the prevailing con- 
ditions. Wool may be offered only once more in the same season 
after being passed in and may not be transferred to another 
broker. If it is not sold when offered a second time, it must be 
disposed of privately or shipped to London. The last bidder has 
an option over passed-in wools, so far as the negotiation of a 
private sale immediately after the auction is concerned. 

The Operations of Wool Buyers. The number of wool buyers is 
necessarily limited owing to the very expert nature of the work. 
The buyers fall into various classes according to their relation to 
merchants and users, though no individual need confine his atten- 
tion to any one type of business. For instance, some buyers make 
purchases for their own firms of manufacturers, some buy on 
commission to the order of users and merchants, and yet others 
operate on their own account, cabling offers to clients and placing 
the wool with them after it is bought. The expertness of the buyers 
consists in their ability to estimate within i per cent from 
inspection of wool in the grease what the clean, scoured yield will 
be. All the important wool-using countries are represented on 
the bench of buyers, but the relative strength of the competition 
varies. In recent seasons. Continental and Japanese buying 
has been the main support of the market, especially in the early 
months, English operators frequently finding prices too high. 
During the 1930-31 season, the depreciation of the Australian 
exchange and the restrictions upon exchange dealing led to a 
considerable amount of ‘'exchange*’ buying on behalf of in- 
dividuals desiring to secure the means of obtaining funds in 
London. While such operations lend a certain degree of support 
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to markets for the time, they may have imdesirable reactions, 
since legitimate traders can withhold their bids in the expectation 
of having a second chance of the wool when it comes up for re-sale 
in London. It is interesting to observe in this connexion that, 
in the early years of the Australian auctions, merchants quite 
frequently purchased wool which they used for the purpose of 
effecting payment in London for goods which they had imported. 

The buyers are in continuous contact with centres of consump- 
tion and are thus kept informed from day to day of requirements 
and of price movements. As a rule, they operate on “limits,** i.e., 
the price which they are able to bid for any given quality on behalf 
of their principals has an upper limit which may not be exceeded. 
Some may hold higher limits than others and the wool is, of course, 
knocked down to them. On occasion, buyers may have instruc- 
tions to buy “at best,’* and, for the time, prices tend to rule high. 

Wool is usually bought for prompt shipment. British buyers 
are most favoured in regard to freight space, though the number 
of cargo liners which include Continental ports is now consider- 
able. On the other hand, shipments to the East and elsewhere 
may be greatly delayed. The significance of prompt shipment is 
partly that buyers are in many cases not in a position to pay for 
the wool until they are in possession of the shipping documents. 
As the demand for warehouse accommodation is seasonal and the 
pressure is great at certain times, it is necessary to clear the 
stores quickly after each sale. Buyers have three days in which 
to secure samples from the lots they have purchased and the 
bales are then sewn up and put into proper shipping order. The 
wool must be paid for within fourteen days of sale. Since every 
bale is not shown, sale is to some extent by sample and the 
buyer may demand an arbitration if he thinks the bulk does not 
correspond with the sample. If the arbitrators decide in his 
favour, the sale is cancelled. 

The Wool Auctions. That Australian wool should be sold by 
auction seems as natural and inevitable as the production of the 
commodity in the Commonwealth. It conforms to all the con- 
ditions required for successful sale by auction, since the supply is 
large enough to attract buyers in large numbers and from a wide 
area. The limitation of the number of selling centres has the 
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further advantage of concentrating the supply at relatively few 
points. Where supply is inadequate or irregular in amount, 
buyers will be few and competition so uneven as to jeopardize 
the success of the sales. It is on this account that any diminu- 
tion in the quantity coming to auction through the selling of wool 
by private treaty should be guarded against. Indeed, where 
private sale is common, auctions either do not exist or cannot 
survive, since buyers will not attend merely on the chance that 
sellers will resort there. The fact that there are few wool users in 
Australia itself is favourable to the auction system, since English 
and Continental manufacturers would find it inconvenient, as 
well as expensive, to maintain staffs of buyers in direct contact 
with the producers, as is done, say, in England. It is, indeed, 
frequently the case that commodities raised at a great distance 
from the centres of consumption are disposed of by auction, 
rather than by private bargaining. It is not necessary that the 
supply should be produced by relatively few growers, yet such 
concentration in the control of supply is an advantage from the 
auction point of view. Thus, though there are thousands of 
growers in Australia who each produce only a small quantity of 
wool, there are also many large individual clips. 

For the purposes of sale by auction, it is not essential that a 
high degree of standardization of the commodity should be 
effected since each lot is inspected by the buyers before sale. 
Some amount of grading can, however, be undertaken with 
advantage before the commodity comes to market and is usually 
desirable from any point of view. Even at its best, the classing 
of wool may be but an imperfect indication of its quality, yet it 
largely obviates the need for a merchant intermediary who would 
otherwise be required to buy those portions which users found 
unsuited to their requirements. Classing, therefore, enhances 
prices, as buyers do not have to allow to the same extent for loss 
in disposing of off sorts. The existence of recognized grades has 
the further advantage of assisting the smooth working of the 
market, even though the condition of wool varies, as it must do, 
from season to season. Comparison of prices from sale to sale 
and as between one market and another would otherwise be 
difficult, if not impossible. 
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Wool auctions are characterized by the extraordinary rapidity 
with which sales are effected. With catalogues amounting to 
10,000 bales or more to be sold in a few hours, the necessity for 
speedy making and taking of bids is obvious. Only the fact that 
the auctioneer is acquainted with almost all the buyers present 
enables this to be done. 

The New Zealand Wool Market. The conditions under which 
wool is sold in New Zealand are in most respects similar to those 
obtaining in Australia. About 8o per cent of the clip is disposed 
of locally and the balance shipped to London. It is proposed to 
refer here only to special points of difference between the two 
markets. The regulation of offerings by an official body, which was 
instituted in the disturbed years following the war, still continues 
in a modified form.^ The New Zealand Wool Committee draws 
up the selling programme and determines the maximum amount 
to be offered at any one sale. Sales by auction or otherwise are 
prohibited without a permit from the Committee and the giving 
of an undertaking that the auctioneer will faithfully adhere to the 
Committee’s directions. In recent years, the quantity offered at 
any one sale has been limited to 30,000 bales, and has been as 
low as 25,000. On occasion, limitation has proved unnecessary 
as, with falling prices, growers have tended to hold back wool of 
their own accord. In any case, the amounts prescribed are 
adequate. Buyers have three days in which to inspect and value 
the wool and one day in which to purchase it. With a limited 
selling season and a fairly heavy catalogue, a certain amount of 
night selling is necessary. 

Since the New Zealand clip consists almost entirely of cross- 
bred wool and the number of small lots is greater, there are not 
so many classes as in Australia. Classing, re-classing, and inter- 
lotting by brokers^ is more widely undertaken, interlots con- 
sisting, as a rule, of not less than seven bales. Wool reclassed by 
brokers is sold under their special store brands. The selling 
season is limited to about five months (December to middle of 
April) and the number of centres is restricted. Proposals are 

‘ See Board of Trade (Wool Industry) Regulations, N .Z. Gazette, i^lil2$. 

* Between 30 and 40 per cent of the clip in New Zealand is re-classed 
bv brokers. 
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continually being made for extension in both directions. It is 
argued that, by continuing the sales until May, night selling 
would be avoided, buyers would not be so rushed, and users and 
merchants would be under less necessity of carrying stocks. The 
buyers themselves, however, are not altogether favourable to 
the extension, as they wish to spend a considerable part of their 
time elsewhere. It is urged that if growers desire to spread out 
the period over which the season’s wool is disposed of, they should 
consign some to the July and September sales in London. The 
plea for additional selling centres is resisted, since it would 
involve more travelling for the buyers who, as things are, have 
to purchase some half million bales in eight centres in about 
five months. Any increase would be inimical to the success of 
auction sales. In any case, the number of centres is high in 
relation to the size of the clip, and is greater than in Australia, 
where there are only seven, if Tasmania be excluded.^ One 
important producing area (Gisborne and the East Coast districts 
to the north) has no selling centre, and in some years as much as 
50 per cent or more of the wool is shipped directly to London 
in consequence. 

The terms of sale in New Zealand are similar to those in force 
in Australia, except that wool is settled for on out-weights. 
That the New Zealand market is more dependent upon the 
British buyer is evidenced by the fact that three-fourths of the 
clip is exported to the United Kingdom as compared with one- 
third of the Australian. The predominance of the English buyers 
often leads to complaints of the existence of "rings,” especially 
when they hold lower limits than their Continental rivals and 
stand out of the bidding in a body.^ The Bradford buyers are 
quite within their rights, but they expose themselves to criticism 
when their trade papers describe prices as "ridiculous” or when 

^ The centres are in Australia: Sydney, Brisbane, Melbourne, Geelong, 
Albury, Adelaide, and Perth. A small amount of wool has been disposed 
of at Ballarat and Newcastle, and sales are also held at Hobart and 
Launceston. In New Zealand: Auckland, Napier, Wanganui, Wellington, 
Christchurch, Dunedin, Timaru, and Invercargill. There are some thirty 
sales during the New Zealand season, about equally divided between the 
two islands. 

2 Somewhat similar complaints are made in Australia, where it is said 
that buyers get to know each other's limits and that competition may be 
restricted accordingly. 
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they are compelled to buy later on at enhanced values, as some- 
times happens. No one can say whether the English wool 
buyers judge market conditions and tendencies as well as their 
competitors, but it has been stated that Japanese cotton spinners 
buy the qualities they require better than the English,^ and the 
point may be worth raising with regard to wool. 

The London Wool Auctions. It is necessary to consider briefly 
the working of the London wool sales, not only on account of 
the large quantities of Colonial wools disposed of in that centre, 
but also because of its importance in setting the level of values 
elsewhere. It is the only city in Europe which serves as a primary 
market for Colonial wools and its predominance is entirely owing 
to the fact that it has been able to attract, and continues to 
attract, the great bulk of the supply not already disposed of. 
The work of selling is concentrated in few hands, the Associated 
London Selling Wool Brokers comprising only nine firms. The 
exclusiveness of the business is perhaps explained by the peculiar 
quality of the services rendered. The London wool brokers enjoy 
a unique and deserved reputation for integrity and their relations 
with their clients are rendered amicable by personal qualities 
which middlemen do not always exhibit. 

The organization of the market differs somewhat from that in 
Australia, where the brokers combine the function of agent for 
the owner with the work of selling, though they do not deal in 
wool on their own account nor undertake buying operations on 
commission. Wool for sale in London is consigned to banks or 
merchant houses which may have already advanced against it 
or may simply undertake the work of shipment and arranging 
sale on behalf of consignors. These agents must sell through the 
brokers. The merchant houses in London include seven firms that 
are among the leading selling brokers in Australia. There are 
many buying brokers, individuals and firms, and the London 
selling brokers even engage in this work. It might be thought that 
this combination of function would affect the interests of clients 
prejudicially, but this cannot occur in practice, since there is no 
connexion between the buying and selling sides of the brokers' 

' See B. and H. Ellinger: '‘Japanese Competition in the Cotton Trade." 
{Journal of the Royal Statistical Society, 1930, p. 185.) 
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business. In any case, the buyer operates subject to conditions 
imposed by the client and is only one of many bidding at the sale. 

The London selling brokers do not undertake the work of 
warehousing wool, which is stored in sheds provided by the Port 
of London Authority and by a few private firms. The accom- 
modation is ample, since there is room for upwards of one million 
bales and for 40,000 on the show floors at one time. There is no 
seasonal pressure on space as in Australia. In London, all the 
bales of each lot are shown and buyers have access to them early 
on the day of sale. When the wool reaches the stores, a i lb. 
sample is drawn from each bale by the warehousekeepers and 
forwarded to the selling brokers who make an estimate of the 
value. Clients are advised accordingly and instruct the brokers 
to sell at or near the valuation, or else fix limits for themselves. 
Excellent judgment is shown by the brokers as a rule in deter- 
mining reserves. For instance, by refusing to sell at very low 
prices, they have at times revealed that users had made sales 
without being covered and have compelled them to bid higher.^ 
The warehousekeepers weigh the wools off as soon as the buyers 
have finished valuing for the day's sales and bring another ten 
or twelve thousand bales up to the show floors ready for inspection 
next day. 

The London sales are not seasonal, but are held at regular 
intervals throughout the year. The programme is drawn up by 
the associated selling brokers. There are six series of sales, each 
beginning on a Tuesday and lasting a fortnight, with five selling 
days in each week. The conditions of sale, which have grown out 
of long-standing and well-recognized customs of the trade, are 
also determined by the brokers. The catalogue shows for each 
lot the ship by which it arrived, the warehouse where it is on 
view, the type of wool, and the marks and number of bales. The 
auctions in Australia and London are conducted on similar lines, 
practically all the wool-using countries except Japan being 
represented on the London bench of buyers. When wool is passed 
in, the last bidder has the option, for half an hour after the close 
of the sale, of negotiating privately for the lot. Considerable 
quantities change hands in this way, sales being effected either 

' See, e.g. Times Trade and Engineering Supplement, 30th May, 193 
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by buyers increasing their bids or by sellers reducing their limits. 
A certain amount of wool is also disposed of by private treaty. 
A great volume appears to be passed in at the London sales, 
judging by the difference between the amounts catalogued and 
those actually sold. The proportion may be as high as 25 per 
cent and may be due to the fact that there is no limit to the 
number of times wool may be offered at auction. This is a direct 
encouragement to speculators to re-offer wool time after time in 
the hope that it will ultimately meet with a keen spot demand 
from some quarter. 

There does not appear to be any good reason why the London 
selling broker should not act also as agent for the consignor. As 
things are, the bank or merchant house which so acts may receive 
as much remuneration as the selling broker and the service per- 
formed may amount to very little more than the handing over 
of a set of shipping documents. 

The importance of London as a selling centre has declined with 
the development of the markets in the producing countries. In 
1895, the number of bales offered at auction in London exceeded 
one million and a half and was above a million each year down to 
the war. The amounts actually sold each year were practically 
constant for ten years down to 1914 at from 700,000 to 800,000 
bales per annum.^ The average quantities of colonial. South 
American, English, foreign, and low wools catalogued each year 
from 1925 to 1930 was 800,000 bales and the average amounts sold 
exceeded 500,000. Liverpool catalogued an average of 200,000 
bales per annum during the same period and actually disposed of 
150,000. These figures may be compared with the Australian 
market statistics. The number of bales sold annually in Sydney 
averaged over one million and Melbourne sales approach those of 
London for quantity and, if Geelong be added, exceed them. 
Disposals at Brisbane now average about 400,000 bales each 
season and the turnover at Adelaide, as well as at Perth, is greater 
than that of Liverpool. 

The decline in the entrepot traded has, of course, been respon- 
sible for the change in London's position. British users, too, are 

' M. T. Copeland — Problems in Marketing, p. 313. 

* See table at end of this section. 
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now having wool shipped direct to ports near the manufactories, 
as the following figures show^ — 


United Kingdom Imports and Re-exports of Raw Wool 
(million lb.) 


Years 

London 

Hull 

Liverpool 

Other Ports 


Average 

Imports 

Average 

Re-exports 

Average 

Imports 

1 

Average 

Re-exports 

1 

Average 

Imports 

1 

Average 

Re-exports 

Average | 
Imports 

Average 

Re-exports 

1895-99 

547-8 

230-8 

32*7 

7-6 

I 8 i -9 

37-9 

53-3 

6 o -5 

1926 . 

382-8 

190-6 

174-3 

lo-o 

I 132-6 

36-8 

121-7 

lOI’O 


Another question that arises in this connexion concerns the 
amount of wool that is re-auctioned in London after having been 
sold in Australasia. Any direct estimate is impossible, but the 
quantity is probably not considerable. A rough calculation for 
the 1928-29 season gives the following results — 


Australian Wool Exports Estimated as Bales . 

10% shipped to London Unsold 
New Zealand Wool Exports Estimated as Bales 
20% shipped to London Unsold 


2,701,802 

270,180 

680,000 

136,000 


Total shipped to London Unsold . 

Colonial Wool* Catalogued London — 
September, 1928 to July, 1929 (Bales) 
Colonial Wool* Sold London — 
September, 1928 to July, 1929 


406,180 


562,087 


429,000 


Low prices in Australia may induce speculators to buy there for 
re-sale in London. A small and variable quantity bought by 
Continental firms in the Commonwealth is sold again in London 
and wool users and merchants, both in England and on the Con- 
tinent, may re-offer wool, if they are oversupplied, though their 
offerings usually represent unusable outsortings and re-con- 
ditioned or re-graded lots. Even if the amounts re-sold without 
unbaling are considerable, the practice is not necessarily to be 

^ Committee on Industry and Trade, Survey of Textile Industries 
(1928), p. 238. 

* Including small amounts from the Cape and Kenya sufficient to account 
for the difference between Australasian wool shipped unsold and Colonial 
wool sold in London. 
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condemned, as fluidity of marketing organization is desirable. 
Buyers must be free to sell again, if they find they have over- 
bought or if the value of their stocks appears likely to depreciate. 
Otherwise they will be chary of operating in the first instance, 
with harmful reactions on prices. 

One further matter that is much canvassed is the relative 
advantages of London as compared with the Dominion markets. 
The question does not turn upon prices obtained, since buyers 
do not travel half-way round the world in order to pay more for 
wool, nor do growers dispose of their clips locally if prices rule 
higher abroad. It is urged that local realization means a quicker 
return and this is no doubt true in the majority of cases. How- 
ever, wool (especially from Western Australia) may in some in- 
stances be sold as quickly in London as locally, if the grower has 
to wait unduly long at the Australian sales. It is further urged 
that, when wool is disposed of locally, growers can visit the 
stores, compare clips, get-up, and prices and thus secure valuable 
guidance as to breeding and preparation. Against this, it is 
urged that London provides a wider market, that buyers in 
Australia see only wool from certain areas and do not realize 
what qualities are available from other parts, though they might 
be able to use them. Sale in London means that all wool is con- 
centrated on one spot, and that buyers not only see full ranges, 
but also come in contact with users of other types of wool which 
might after all be suited to their needs. This contention is 
weakened by the fact that a large proportion of the wool actually 
sold in London is inferior as compared with that offered in the 
Australasian markets, since buyers have, so to speak, had first 
pick there. In some states of competition, a larger selection of 
particular classes of wool is available at the Australian auctions, 
but this depends upon the policy of sellers for the time being. On 
the other hand, there is undoubtedly a special spot demand in 
London, which may return higher prices at times. The difficulties 
that small buyers experience in financing purchases in Australia 
must also be considered. They can make their financial arrange- 
ments with infinitely more ease in London, where they are able 
to purchase from hand to mouth at periodical sales, than they 
can when they have to buy ahead in Australia, with the possible 
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risk of having wool held up in transit. On the whole, it may 
safely be asserted that producers stand to lose should the London 
auctions cease to play an important part in the work of wool 
distribution. 

Proposals for Improving Marketing Organization. The lack of 
formal marketing organization is characteristic of the wool trade 
everywhere. This fact has led to suggestions for the establishment 
of a futures market in connexion with Australian wool. In 
many respects, such as quantity, number of transactions, and 
durability, wool fulfils the requirements of a commodity suitable 
for profitable exchange dealing. It is unnecessary, however, to 
dwell on the fact that it lacks one vital quality — homogeneity. 
The very unequal prices bid for sorts between which there is 
only a very slight difference in quality is further evidence that 
it is not adapted to future trading, since the possibility of sub- 
stituting one grade for another is extremely limited. Such futures 
markets as have been established (e.g. on the Continent) trade in 
fact in partially prepared wools (tops) and the record of their 
operations is not such as to encourage a more widespread adop- 
tion of their methods. Some advocate the Argentine method of 
selling under which standard qualities on a guaranteed yield basis 
are offered. Yet it is not clear that this system could be applied 
with success to the Dominion clips. 

There has developed recently, however, a tendency towards 
international co-operation for the improvement and standardizing 
of selling methods and the co-ordination of sales policy. An 
Empire Wool Conference, at which Australia, New Zealand, and 
South Africa were represented, was held in Melbourne in June, 
1931. Though the conference declared against any scheme of 
arbitrary price control, it desired to promote uniformity in 
market organization. Such a development would facilitate the 
dissemination of market information and make for closer co- 
ordination between the primary auctions and consuming centres. 
More recently a proposal for an Imperial Wool Council, with sub- 
sidiary bodies in the Dominions and in Britain, has been made. 
This body would endeavour to promote the sale and use of wool 
and would serve as a clearing-house for research, publicity, and 
the improvement of marketing organization. That such a body 
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could wield an enormous influence is evidenced by the fact that 
some 8o per cent of the world's sea-borne trade in wool is from 
British countries. But this very fact might render co-operation 
with the International Wool Federation, with which it is proposed 
to link up, a matter of some difficulty. 

WOOL-BROKING BUSINESSES IN AUSTRALASIA. 


1930-31^ 

Table I. Number of Firms 

Number of Firms Operating in Australia and New Zealand . . 2 

Number of Firms Operating in Australia only . . . *32 

Total Number of Firms Operating in Australia . . . *34 

Number of Firms Operating in New Zealand only . . . .30 

Total Number of Firms Operating in New Zealand . . . *32 

Total Number of Firms Operating in Australasia . . . .64 


Table II. Distribution of Wool-broking Turnover 


Country 

Number 

of 

Firms 

Wool 

Handled 

(Bales) 

Percentage 
of Total 
Sales 

Percentage 
of Firms 
Operating 

Australasia 

2 

755.«68 

25-8 

3*1 

Australia 

6 

1.441,092 1 

58-1 

17-6 

Australia 

9 

1.798,430 

72-5 

26*4 

New Zealand . 

4 

221,076 

49-6 

12-3 

New Zealand . 

7 

299,609 

67-2 

21-8 


Table III. Wool-broking Houses Grouped by Turnover 


Australia 

New Zealand 

Turnover (Bales) 

Number 
of Firms 

Turnover (Bales) 

Number 
of Firms 

Under 25,000 each 

15 

Under 5,000 each 

10 

25,000 to 50,000 

4 

5,000 to 10,000 

11 

50,001 to 75,000 

6 

10,001 to 15,000 

3 

75,001 to 100,000 

4 

15,001 to 20,000 

1 

Over 100,001 each 

5 

20,001 to 30,000 

3 



30,001 to 50,000 

2 



Over 50,001 each 

2 

Total 

34 

Total . 

32 






* The figures are based upon information given in Dalgety's Annual 
Wool Review, 1930-31 
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BRITISH ENTREPOT TRADE IN AUSTRAI.ASIAN WOOI- 
(million lb.) 



1904-08 

1909-13 

1920-24 

1925-29 

19.3C-34 

Average Annual Imports of Wool into U.K. 
from Australia ..... 

274 

300 

356 

252 

283 

Average Annual Re-exports of Australian Wool 
from U.K. ...... 

165 

169 

20(> 

98 

77 ‘ 

Average Annual Percentage of Wool Imports 
from Australia Re-exported 

6o*2 

563 

57*8 

39*0 

26-3' 

Average Annual Imports of Wool into U.K. 
from New Zealand .... 

148 

181 

193 

185 

205 

Average Annual Re-exports of New Zealand 
Wool from U.K. . 

23 

40 

43 

68 

8ol 

Average Annual Percentage of Wool Imports 
from New Zealand Re-exported 

156 

22-1 

22-3 

36*8 

39 - 6 ' 

Average Annual Imports of Wool into U.K. 
from Australasia ..... 

422 

481 

549 

437 

488 

Average Annual Re-exports of Australasian 
Wool from U.K 

188 

209 

249 

166 

I 57 ‘ 

Average Annual Percentage of Wool Imports 
from Australasia Re-exported . 

44*5 

43*4 

45*3 

38-0 

3 2 o' 


RE-EXPORTS OF AUSTRALIAN AND NEW ZEALAND 
WOOL FROM THE UNITED KINGDOM 
(million lb.) 


Year 

Australia ! 

i 

New Zealand! 

Year 

Australia ‘ 

New Zealand 

1904 

144 

17 

1920 

I Go 

10 

1905 

148 

27 

1921 

179 

20 

1906 

146 

2O 

1922 

219 

5 b 

1907 

178 

24 

1923 

228 

64 

1908 

210 

23 

1924 

1 46 

b 3 

1909 

207 

44 

1925 

1 1 1 

51 

1910 

177 

3 b 

1926 

113 

59 

1 91 1 

165 

34 

1927 

97 

71 

1912 

156 

39 

1928 

86 

79 

1913 

140 

38 

1929 

85 

78 




1930 

80 

54 




1931 

72 

69 




1932 

82 

7b 




1933 

76 

120 


* 1930-33 


14— (C.219) 
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DISTRIBUTION OF PURCHASES AT AUSTRALASIAN 
WOOL AUCTIONS 
1924-25 to 1934-35 


(The figures are the percentages of the total wool sold directed to each 
country or group of countries) 


Countries 

1924 

-25 

X925 

-26 

1926 

-27 

1927 

-28 

1928 

-29 

1929 

-30 

1930 

“31 

1931 

-32 

1932 

“33 

1933 

“34 

1934 

“35 

United Kingdom . 

33 

32 

31 

28 

28 

27 

27 

32 

27 

25 

33 

France. 

18 

26 

23 

20 

21 

24 

18 

14 

15 

10 

II 

Germany and Austria 

10 

9 

*5 

15 

*4 

»4 

15 

10 

14 

17 

5 

Belgium and Holland 

7 

6 

7 

8 

10 

8 

7 

7 

9 

II 

15 

Japan, China, and India 

II 

7 

8 

12 

11 

II 

IS 

20 

18 

*9 

21 

U.S.A. and Canada 

7 

8 

5 

3 

3 

3 

3 

I 

I 

1 

I 

Italy and Switzerland . 

5 

4 

3 

4 ; 

4 

5 

5 

6 

6 

6 

2 

Russia, Norway, Sweden, 












Poland, Czechoslovakia 












and Spain 

- 

- 


3 

2 

I 

I 

I 

X 

2 

3 

Local Manufacturers in 












Australasia 

9 

8 

8 

7 

7 

7 

6 

9 

9 

9 

9 


3. The Marketing of Wheat 

Wheat-growing for export has long been undertaken in Aus- 
tralia, but the industry belongs essentially to this century. From 
1860-61 till 1895-96, the crop did not reach 28 million bushels 
in any year and the first considerable export did not take place 
until 1904. For the five pre-war years, the area harvested aver- 
aged 7-6 million acres per annum. The acreage expanded until, 
as a special war effort, it reached a peak of 12*5 million in 1915-16. 
After 1920, it rose from 9-1 to 14-9 million in 1929-30, followed 
by a temporary jump to 18-2 million in 1930-31, and an average 
of about 15 million since. The pre-war crop averaged 90 million 
bushels and until 1931, when 213 million bushels were harvested, 
the highest recorded production was 179 million bushels in 1915- 
1916. In 1930-31, and again in 1932-33, the yield exceeded 213 
million bushels. The post-war decade was a period of favourable 
prices due, no doubt, to* the decline in supplies from Russia and 
the Danube basin. 

The technique of wheat-growing has largely improved. Climatic 
obstacles have been in part surmounted by the practice of fal- 
lowing and ploughing land to conserve moisture and by the 
breeding of drought-resisting varieties of grain. Yet it is impos- 
sible to be certain that these developments alone are responsible 
for the fact that, in recent years, crop failure in Australia taken 



THE STRUCTURE OF THE MARKETS 


193 

as a whole has not occurred. In the period 1897 to 1916, several 
failures were experienced, but they were due to drought on such 
a scale as to render all the efforts of science vain. The average 
yield per acre is only about 12-5 bushels, since the growing season 
is limited, moisture deficient and the soil often light in character. 
The area under crop is liable to rapid fluctuation, for wheat- 
growing is often associated with the keeping of sheep and the 
rotation is a very flexible one.^ New South Wales is the principal 
producing State, followed by Victoria, Western Australia (where 
the output has expanded rapidly of late), and South Australia. 
Queensland normally grows only sufficient for her own require- 
ments and Tasmania less than half a million bushels on the 
average. The grain is produced cheaply at low labour cost. 
Harvesting is done by mechanical strippers by means of which, 
owing to the dry weather prevailing at the time of ripening, the 
grain can be reaped and threshed in one operation. 

Australian wheat production is about 4-5 per cent of the world 
total and some 5-5 per cent of the total production of the prin- 
cipal exporting countries. Yet the output is relatively high in 
proportion to population and in consequence Australia furnishes 
about II per cent of the net exports of the leading countries 
engaged in the trade taken together. A smaller proportion of the 
Commonwealth output comes to Europe than in the case of the 
chief surplus-producing countries, a fact which may be accounted 
for by geographical position and the decline in consumption per 
head in North America and certain parts of Europe. 

The Handling of Wheat. In most States, wheat is sold in bags 
containing three bushels which are filled in the field. It is carted 
to the railway where it may be stacked for the time in dumps in 
the open. Climatic conditions favour this cheap method of 
storage and wheat keeps better inland than at the seaboard, where 
it is more liable to attack by weevil. Seasonal pressure on the 
supply of railway wagons necessitates country storage for con- 
siderable periods in any case. 

New South Wales was for about fifteen years the only State in 

^ There are some 70,000 growers, of whom 60,000 make wheat their 
principal source of livelihood (Royal Commission on the Wheat, Flour, 
and Bread Industries, First Report : Commonwealth Parliamentary Papers, 

1932-34)- 
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which bulk-handling facilities were provided. The question of 
introducing such a system had been canvassed in more than one 
State since 1906, but no action was taken until, as the result of 
a report of a Royal Commission in 1917, the Federal Government 
passed a Wheat Storage Act providing for advances to the States 
for the construction of grain elevators. New South Wales was 
the only State to implement a scheme for which tenders were 
called in 1917. The step was to some extent a war emergency and 
was intended to save loss by mice, flood, and weevil. The system 
was first put into operation in the 1920-21 season and the capital 
expenditure has been about £5 millions. Country elevators are 
now provided at 90 points, while the terminal elevators are in 
Sydney harbour (6^ million bushels) and Newcastle (| million 
bushels). The total storage capacity (150 silo stations) is at 
present about 21 million bushels at one filling, though the pro- 
portion of the total wheat received at rail handled by the system 
has never exceeded 52 per cent, including bagged wheat forwarded 
to the terminal elevators from non-silo stations. Western Aus- 
tralia has now instituted a system of bulk handling and Victoria 
and South Australia will probably follow suit. In Western 
Australia the Royal Commission on the Disabilities affecting 
Agricultural Industries recommended that the wheat pool be 
given the physical handling of all wheat. The difficulties of 
operating the system successfully arise from the fact that (i) in 
New South Wales its capital cost was probably a maximum and 
on a strict accounting an average loss per annum of £ 2 ^ 0,000 is 
shown for the first ten years of operation ; (ii) the wheat crop may 
fluctuate widely for reasons already suggested and in any case 
is too small in some localities to bear the cost of silos; (iii) it 
has not yet been proved cheaper in the average year or more 
convenient on the whole than bagging; (iv) as the crop is 
delivered within a few weeks, the country storage capacity has 
to be great. In order to use the system efficiently the grower 
requires to install a bin on the farm and to provide himself with 
a bulk-wagon for cartage to the rail. Special railway trucks are 
also required. At present many farmers move their grain to the 
silos in bags fastened with clips and use the bags over and over 
again. A charge of 2d. per bushel is made for receiving, fixing 
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quality, handling, storing and delivering wheat into trucks at 
country stations; and a further Jd. a bushel is collected for 
receiving wheat at the terminal elevator, weighing in, and weigh- 
ing and loading out. The fee of 2jd. includes storage until 31st 
July, after which date id. per bushel per week is charged, 
the average total cost including storage being ajd. per bushel. 
The silo management pays the rail freight and collects it, together 
with the other charges incurred, at the time of delivery from the 
terminal elevator. Bulk wheat warrants are issued to farmers 
using the system, showing the quantity and quality of the 
wheat and the place of delivery. The warrant is a negotiable 
instrument, transferable by endorsement, and is quoted on the 
Stock Exchange at the current market price. The bulk-handling 
system is not self-supporting, since the revenue charges are not 
sufficient to include full interest and depreciation on the capital 
cost, though that cost is not all properly chargeable owing to the 
special circumstances in which it was incurred. 

Only a rough estimate of the relative advantages of bagging 
and bulk-handling is possible. The bags which hold 3 bushels 
cost about 7|d.-9d. each, but the weight of the bag is paid for 
as wheat and bagged grain absorbs moisture, while silo wheat 
does not. Millers use the bags again for the sale of wheat offals. 
The cost of the bags is, therefore, about 2jd.-3d. per bushel, as 
against the 2 jd. per bushel charged for bulk-handling, but as 
much as half of the cost of the bags is recovered when wheat is 
worth 4s. 6d. per bushel and about one-fifth at 3s., apart from 
any gain in weight. The total cost of handling in bags has been 
put as high as 5 Jd. a bushel, including sewing and ramming, but 
it must necessarily vary a good deal. In Western Australia it 
was estimated by the Committee on the Bulk Handling Bill in 
1932 that a saving of at least 4d. per bushel could be secured, 
but the official estimate in South Australia in 1934 was that 
about 2jd. per bushel would be saved if bulk handling were 
adopted. The larger the wheat crop, the higher the price of corn- 
sacks is likely to be, as enough may not be ordered in advance. 
Orders are given in September and there is not time to get 
additional supplies from India, if required for the December and 
January harvest. The existence of a bulk-handling system. 
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therefore, tends to steady the local price of bags. There was, in 
fact, an increase in deliveries to the silos at the end of 1930, 
owing to the scarcity and high price of cornsacks. 

About 70 per cent of the wheat sent overseas from New South 
Wales in recent years has been shipped in bulk. The saving in 
the loading and discharging of ships is partly offset by the expense 
of providing dunnage, shifting-boards, etc., though the holds do 
not need to be lined, as it was once thought would be necessary. 
In any case, a large amount of wheat must continue to go out 
in bags, since bulk cargoes are usually topped with sacked grain 
and many of the ports to which wheat is shipped have no facilities 
for handling it in bulk. 

The Grading of Wheat. The Australian wheat grain is usually 
well-filled and free from the defects of that produced in regions 
subject to autumn frosts or rust. Wet weather about harvest 
time is the most important factor affecting appearance, which 
is, as a rule, attractive. The wheat yields a very white flour 
which is of fairly high baking quality. The volume of bread 
that can be produced from a given weight of flour is not so great 
as for the best of the North American ‘'hard'" wheats, but is 
above that yielded by European soft wheats. It is possible to 
grist a straight-run” flour from Australian wheat, as has been 
done both in the United Kingdom and in the Commonwealth, 
but the ‘‘strength” of such a flour would vary from year to year 
and from district to district and accordingly the wheat is usually 
blended before gristing. In fact, the demand for it in some over- 
seas markets is largely due to its usefulness for mixing with grain 
from other sources in order to produce a flour with consistent 
baking qualities. The average moisture content of the new crop 
is about I0‘5 per cent, which increases as it is kept so as to give 
an average of about 12 per cent over the season.^ The wheat is 
a “white” wheat like that grown on the Pacific coast of North 
America, very little “red” wheat being produced. 

The wheat is sold on what is known as the F.A.Q. system, i.e. 
one standard grade, “Fair Average Quality,” is fixed each season 
in each State.* The grade is merely the weight per bushel or 

1 Duly — Grain, p. 62. 

• A similar system has been introduced in N.Z. (Board of Trade (Wheat) 
Regulations, 1934-35. — N.Z. Gazette, 10/12/34). 
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natural weight/* as it is called. In order to determine the 
standard bushel weight for the season, samples are forwarded as 
soon as may be from the various divisions of the State to the 
Grain Committee of the Chamber of Commerce in the capital 
city. The samples are mixed together in the proportions which the 
wheat areas of the various divisions from which they are drawn 
bear to the total wheat acreage of the State, as estimated by the 
Government Statistician. Measures are filled with the mixed 
grain and weighed on a patent scale and an average is struck from 
which the weight of an Imperial bushel is computed. The “natural 
weight** varies from year to year and is correlated directly with 
the amount of rainfall in the later stages of growth. It is usually 
in excess of 60 lb. For the period 1920-29, the average was in 
Victoria 61*4 lb. and in New South Wales 61 lb., the range being 
from 59^ lb. to as high as 63. The standard is fixed as soon as 
possible, usually before the end of January in New South Wales. 

The balance of advantage is in favour of the existing method 
of grading, though it is the subject of much controversy. Austra- 
lian wheat is very uniform in quality and it is said that only about 
^ per cent is “ off grade.** The wheat is relatively free from foreign 
seeds, as it is usually grown on a clean seed-bed after fallowing. 
For these reasons, it is unnecessary to have a number of grades, 
as in Canada, though the New South Wales Wheat Act, 1927 
(not yet in force), makes provision for their establishment. In 
that State, only F.A.Q. wheat is received at the silos, yet a con- 
siderable amount was expended in providing bins in the working- 
houses in order that several grades might be catered for. For 
the first time in history, it was found necessary by the Sydney 
Chamber of Commerce, owing to rust and bad harvest conditions, 
to fix two grades (59 J lb. and 56 J lb.) in order to provide adequately 
for the varying quality of the millable wheat of the 1930-31 
crop. It is true that a variable standard is not wholly satis- 
factory and that its determination is somewhat rough and ready, 
but it is better to vary the standard so that it will cover most 
of the year*s crop than to have a fixed one to which little of the 
grain may, in a given season, happen to conform. In any case, 
the system is accepted as satisfactory by traders in overseas 
markets. Growers complain, however, that they are penalized 
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by arbitrary dockages on wheat that is dirty and below standard, 
while they receive nothing extra for wheat that is above. This 
can only mean that wheat does not bring the full premium for 
cleanness, brightness, etc., for it is sold by weight and the 
total weight of a consignment is divided by the weight of the 
season’s standard bushel in order to determine how many bushels 
are to be paid for. Under the circumstances, it seems idle to sug- 
gest, as has been done, that the Queensland grower has benefited 
by the abolition of the F.A.Q. system under the State Wheat 
Board's regime. It is possible, however, that the method of 
taking samples could be improved, but that is a matter that is not 
beyond the resources of the statistician. One real difficulty is 
that the greater part of the crop may actually be shipped before 
the standard is fixed for the season. In practice, this is not so 
serious a matter as may appear, since experts are able to form 
opinions in advance upon which to base their buying operations 
and country agents may forward doubtful samples to the prin- 
cipals for decision. Again, overseas traders have a fair idea of 
what the wheat is like and, in the United Kingdom, they may 
have the benefit of arbitration on quality when the standard 
comes to hand. Yet the possibility exists of gain or loss to some 
section of the trade, because the wheat of a State which goes to a 
premium in the overseas markets after the standard has been 
fixed rarely brings that premium early in the season. However, 
an all- Australian permanent grade is out of the question and even 
the introduction of a few grades in any State appears likely to 
involve loss through disturbance to markets. The F.A.Q. 
system is extraordinarily elastic, is fair to both buyer and seller, 
and is very suitable under the conditions which obtain. 

Wheat Marketing Organization. In disposing of his grain, the 
grower has various alternatives open to him. He may contract 
his wheat to a pooF or to a merchant or miller before harvest^ ; 
he may sell his crop outright to a merchant or miller at the 

‘ The operations of the pools are considered under co-operative marketing 
and the present discussion applies mainly to the work of the private 
merchants. 

* Owing to low prices and the uncertainty as to the measure of govern- 
ment assistance that might be forthcoming, there was no forward buying 
at the end of 1930. The market has been influenced by similar uncertainty 
in later years. 
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country siding; or sell part and store part, with a merchant, a 
miller, or a co-operative ; or, finally, he may hold or store the 
wheat and defer sale. In practice, he usually sells at least a part 
of his crop in order to secure some ready cash or takes a pool's 
first advance on the whole. The unsold portion will be stored by 
the merchant, provided the owner sells ultimately through him. 
The grower may direct the merchant to buy the stored grain at 
any time, but he is liable for storage and insurance charges if he 
disposes of it elsewhere. All the large shippers throughout 
Australia have their own direct buying agents at every important 
country station, the rate of commission being ijd. per bushel 
in Victoria and ijd. in the other States. A shipper may have a 
salaried buyer, but as a rule the work is done by country store- 
keepers, country co-operatives, country commission agents or even 
by farmers who have the necessary leisure. The buyers are usually 
busy among the growers before harvest, for cargoes may be 
offered abroad by shippers as early as September or October. 
After harvest, they attend daily at the sidings where they pur- 
chase, care for, and rail the wheat. December and January are 
the principal delivery months. 

Apart from the pools, export selling is undertaken by half a 
dozen large firms which operate upon an international scale. 
The work of buying and selling is closely bound up with the 
chartering of freight. Since the cost of transport is so considerable 
an item in the Australian trade, it is important to secure good 
charters. As a rule, freight is cheaper if it can be booked up some 
months before the harvest, but this practice involves great risk, 
as the crop may prove deficient or the charterer be unable for 
other reasons to secure enough grain to fill his ships. Yet the 
risk may be worth taking, for the lower freight may enable the 
merchant to outbid and undersell competitors and increase his 
turnover of wheat. In the course of the season, every effort 
must be made to ensure as far as possible the co-ordination of 
buying and selling and of rail transport and shipment. The 
prices offered by merchants are based on daily quotations cabled 
from the world's markets and the wheat is disposed of again soon 
after it is bought. Under certain circumstances, this procedure 
may be varied. On a rising market, it is bound to be satisfactory. 
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but when the market is falling, or is considered likely to fall, the 
process may be reversed. The merchant may also sell unbought 
wheat in order to provide full cargoes in advance for his ships, 
relying on his ability to cover his requirements at the right price. 
This he is able, as a rule, to do, partly because stocks are stored 
with him and partly because his knowledge of market conditions 
is superior to that of the farmer. At the worst, he may even load 
unbought wheat and protect himself by option dealings, or, on 
the other hand, bought wheat may have to be shipped unsold. In 
any case, all the steps involved in the movement of grain must 
dovetail into each other in order to avoid expense. Thus wheat 
must not be kept too long in the country stacks owing to lack of 
ships, since it may have to be roofed over and since capital is 
locked up, the merchant’s credit being based on bills of lading. 
Rail freight must also be secured at the right moment, so that 
grain may go direct to the vessel and extra handling and demur- 
rage be avoided. 

Sales are necessarily effected long before delivery in overseas 
ports takes place. This fact is important for the understanding 
of market operations. The time when delivery can be given is 
known approximately from the charters that have been secured 
and, as wheat comes forward, it is sold in varying quantities at 
different points. Accordingly, cargoes are usually disposed of 
before they are loaded and buyers may “hedge” their purchases 
in order to protect themselves in the meantime. 

The form of charter party current in the Australian trade^ 
provides for loading at two ports in Western Australia, or at two 
in South Australia, or at Melbourne, Geelong, and Portland in 
Victoria, or at Sydney. The rates from Western Australia are, 
of course, lower than those from the eastern States, and the total 
cost of transport from New South Wales is high on account of the 
long hauls from the inland wheat belt. The charter makes liberal 
provision as to choice of route and number of ports of discharge. 

^ See “Chamber of Shipping Australian Grain Charter, 1928,’’ known as 
the Austral Form Charter and agreed between the Chamber of Shipping 
of the United Kingdom and the Australian Grain Shippers' Association. 
Ships are chartered in London, usually through chartering agents. Between 
three hundred and four hundred ships are required to lift Australia's 
export surplus. 
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The ship may be required to proceed via Panama, the Cape, or 
Suez and to discharge at one safe port in Great Britain or Ireland 
(limited to Cork, Dublin, and Belfast) or at one port on the 
Continent between Bordeaux and Hamburg (both inclusive) or 
at a Mediterranean port. Discharge at three ports may be 
ordered, but they must be in geographical rotation. The rate of 
freight is slightly higher when the option to use more than one 
port is exercised. The charterers, or their agents, have the right 
to superintend discharge, check weights, etc., and also to sub-let 
the whole or part of the vessel. Considerable amounts of wheat 
are also carried by the regular vessels trading to Australia at 
rates fixed from time to time. For these “parcels*' there is a 
limited range of ports of discharge and this may affect their 
value, although they may on occasion go to a premium above 
cargoes. The right to discharge the latter at various selected ports 
is, however, a great convenience, since sales for any one destina- 
tion may not come up to expectations and the vessel may com- 
plete unloading elsewhere. Unless the market looks like improv- 
ing, it is dangerous to land wheat unsold as storage charges are 
heavy ; but should this be necessary, a port where dues are low, 
e.g. Hull, will generally be selected. 

Market Movements. In a normal season, there are well-defined 
price fluctuations as will be evident from the following figures^ — 


Average Monthly Prices for Wheat, 1923 to 1929 
(January = 100) 


January 
February 
March 
April . 
May . 
June . 


100-00 

July . 


. 98-70 

99-47 

August 


. 101*51 

9859 

September . 


. 100*90 

98-57 

October 


. 100*87 

100*46 

November . 


. 101*30 

98-73 

December . 


. 100*90 


The range of fluctuation is very small, yet it presents some 
remarkable features. The relatively high rates ruling in Decem- 
ber and January would seem to belie the common assertion that 
post-harvest prices are depressed and also the counter-assertion 
that they are low then because cost of storage, etc., is discounted. 
The fact is that special influences are at work. Merchants have 
to be certain of securing sufficient wheat for their earliest charters 

^ Taken from an article by Prof. D. B. Copland in The Argus (Melbourne, 
29th May, 1930). 
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and, in addition, since farmers are delivering more grain 
than they actually sell, it is reckoned that those buyers who are 
offering the highest prices will receive most wheat on storage. 
The advantages are that turnover is greater, risk of inability to 
load vessels diminished, and the natural increase in weight of the 
wheat secured. From April to September, price movements are 
greatly influenced by prospects and production in the Northern 
Hemisphere. This explains the rise in August, when northern 
wheat is relatively scarce, and the movement has been so regular 
that “buy in July“ has become a maxim of the trader. Other 
factors that may affect prices include the immediately available 
supply in the form of cargoes afloat. If these are in excess of 
current demand, offers for future supplies are likely to suffer a 
severe decline. Further, the price received will vary according 
to the special nature of the demand. Thus, with the United 
States Farm Board holding up supplies of Pacific Coast wheat, 
a better market was assured to Australian grain in those cases 
where a white wheat was required for blending or for the needs 
of a special trade.^ Low prices have probably been responsible 
for increased sales to the far East, buyers being able to afford 
the better Australian wheat, as against the lower grade of Cana- 
dian which they would otherwise take. The crop is usually 
kept well sold up, so that Australian wheat is not continuously 
available at every point and users may have to be brought back 
on to it each year. The current demand for wheat depends almost 
directly upon bakers’ orders for flour, for the port mills in the 
United Kingdom do not hold any more grain than they can help. 
The bakers’ demand is subject to fluctuation, the wheat market 
firming as it grows and then falling away again. 

The British Market. There are in Australia no grain markets 
similar to the Baltic Exchange and Liverpool. Grain exchanges 
do exist in Melbourne and Adelaide, but their work consists in 
regularizing contracts, rather than in effecting sales. The Baltic 

^ E.g. the west coast mills in the United Kingdom cater inter alia for a 
special Irish trade. There is even a demand for a certain type of flour 
used in baking a particular kind of cake eaten in Ireland, and straight- 
run" Australian flour has even been gristed for this purpose in Glasgow, 
in default of other supplies. Shipments of Australian wheat and flour to 
India are largely required for providing Anglo-Indians with bread and 
rolls for which the local grain is not so suitable. 
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Exchange in London is important because not only may grain 
be bought and sold on the floor, but ships chartered as well. Firms 
and pools in the Australian wheat trade are represented on the 
exchange either directly or by their agents. Wheat on passage 
may change hands several times during a voyage. Grain brokers 
play a large part in the operations, acting for millers or shippers 
as required. “Parcels" are dealt in as well as full cargoes,^ and 
options may be sold in London or Liverpool against purchases. 

Closely bound up with the Baltic Exchange is the London Corn 
Trade Association. These bodies draw up standard forms of 
contract which are used and recognized the world over.® In the 
London Association, there is a sectional committee for the 
Australian trade. 

Apart from the somewhat formal provisions relating to ship- 
ment, price, destination, freight, and arbitration, the contracts 
include important clauses relating to quantity and quality. The 
quantity shipped, in the case of the Australian contracts, may 
vary within small limits from the nominal amount contracted for, 
but the seller is concerned, of course, in the weighing of the cargo 
at the port of discharge, since the quantity actually paid for is 
then determined. Superintendence of out-turns is, therefore, an 
important operation, and the Western Australian pool has formed 
a subsidiary company for the purpose. More important than 
quantity, however, is quality. Australian wheat is sold under 
guarantee that it is “of fair average quality of the season’s ship- 
ments at time of shipment" or “to average at time of shipment 
about equal to the official standard of the Chamber- of Commerce 
of the State whence shipment is made," this standard being adop- 
ted by the London Corn Trade Association for purposes of arbitra- 
tions upon quality.® Though sellers guarantee quality at time of 

^ Cargoes may be broken up into “parcels.” Delivery of a “parcel” is 
given at a stated port and no other. 

* See London Corn Trade Association Australian Wheat Contracts, 
No. 12 (Cargoes), No. 14 (Parcels). Similar c.i.f. contract forms are issued 
by the Liverpool Corn Trade Association. Australian wheat is also tender- 
able (at 6oi lb. to the bushel) under the Liverpool futures contract, but 
is usually too dear. 

* The Association has standard samples furnished to it by the Australian 
authorities. These are not, of course, available when the first shipments 
arrive, but samples from these shipments may be held where required 
and comparison made later. 
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shipment, samples are not taken then, but at time of discharge. 
The samples, when drawn and sealed, are forwarded to the Com 
Trade Association and may there be compared with the season’s 
standards if the quality is in dispute. 

As regards condition on arrival, Australian wheat, unless other- 
wise contracted, is sold tale guale,^ i.e. the seller is not responsible 
for damage to the grain during the voyage. The clause in the 
contract reads "shipment in good condition, but tale quale as 
regards condition on arrival.” The buyer has no recourse against 
the seller unless he has indisputable evidence that the grain was 
out of condition when shipped. 

International Organization. The disturbance of the wheat 
trade during the decade 1914-1924 has resulted in some attempt 
at international co-operation and regulation. In 1931 an Inter- 
national Wheat Conference met at Rome and in London and was 
concerned with the encouragement given by certain European 
coimtries to increased production and with the holding-up of 
stocks by Canada and the U.S.A. The meeting resulted in es- 
tablishing the principle that the chief exporting countries— 
U.S.A. , Canada, the Argentine, and Australia — should accept 
some measure of regulation in order to avoid demoralization of 
the market. But adherence to the principle in practice was 
another matter and the various refined methods of “dumping” 
established by the U.S.A., France, and other countries intro- 
duced a complication which tended to vitiate any system of 
control. At the conference held in London in 1933, the U.S.A., 
Canada, the Argentine, and Australia agreed upon the question 
of a standard price and the limitation of exports.* In order to 
check the stimulus to production by means of tariffs, the import- 
ing countries agreed to reduce their duties if wheat reached a 
price of approximately 31s. sterling per quarter during a period 
of four months or more. It was agreed among the exporting 
countries to limit supplies to 560 million bushels during 1933-34 
and the importing countries undertook not to encourage any 

^ “Such as it is. whatever it is.“ 

‘World Wheat Conference, London, August, 1933— Final Act (with 
Appendices). The agreement continues in force, Australia's export quota 
for 1934-35 being 150 million bushels, and an extension to the i 935 ” 3 ^ 
season has been approved. 
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increase in acreage. The price of wheat, however, is not likely 
to reach the stipulated figure, and if it does, the whole scheme 
may be frustrated by increased production. Still the method of 
international agreement is to be commended, however meagre 
the results may appear. 

4. The Marketing of Dairy Produce 

The export trade in dairy produce, as has already been seen, 
is much more important for New Zealand than for Australia, ^ 
though the Australian output has greatly increased in recent 
years and is no longer subject to marked seasonal fluctuations. 
Improved pasture management, fodder conservation, and 
increased production of fodder crops have played their part, but 
favourable seasons and the increase of dairying in the wheat and 
wool areas account for much of the expansion. It is probable 
that, on the whole, the absence of hand-feeding has involved 
economic loss, but it is often difficult to determine in which areas 
it pays or to convince the farmer that it is worth while. Little 
cheese is made in Australia, the bulk of the output coming from 
the Darling Downs district of Queensland. New South Wales is 
the leading butter-producing State, but does not play so impor- 
tant a part in the export trade as Queensland and Victoria. 
Smaller quantities are sent overseas from South Australia and 
from Tasmania; and Western Australia, owing to favourable 
climatic conditions, has been able to initiate an export trade. The 
greater number of New Zealand's dairy cattle are in the North 
Island, where the pastures are unexcelled, but dairying is also 
extensively carried on in the South Island. Many of the factories 
are equipped with dual plant and can change over from cheese 
to butter and vice versa according to market conditions and 
prospects. 

Marketing Organization 

(a) In Australia and New Zealand. The dairy-farmer, as an 
individual, plays a far smaller part in the marketing of his product 
than do the sheep-farmer and wheat-grower. His work is limited 
to the delivery of his milk or cream to the factory, or even to 

^Percentage of dairy produce to total exports: New Zealand, 45; 
Denmark, 30 ; Australia, 9 ; Canada, 2. 
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placing it at the farm gate for collection. Home-separation of 
cream for butter-making is widely practised, though it may have 
harmful reactions on quality. It renders dairying practicable 
in thinly populated areas, since the cream can be delivered two 
or three times a week instead of every day as with milk. It has 
the further advantage that the skim milk is kept on the farm, 
instead of being returned from the factory. Where there is more 
than one factory in his district, the farmer has some choice 
regarding an outlet, but the existence of competing factories 
involves some loss to the industry as a whole. 

The disposal of the product is a matter for the co-operative 
or privately-owned factory. In some cases, more than one factory 
may be under the same control; in others, individual factories 
may do their marketing through a single organization. The 
various classes of importers in Great Britain are represented in 
Australia and New Zealand either by branches or by agents. 
The work of these agents, who operate under cabled instructions, 
is to keep in touch with the dairy factories in order to secure 
supplies for their principals or to obtain consignments for sale 
on commission. They are especially active about the time the 
season opens, say in August.^ The directors of co-operatives hold 
meetings to decide upon marketing policy (often called disposal 
meetings), at which agents attend and make offers or press their 
claims to be given the work of selling. When offers are for for- 
ward purchase of a portion or of the whole of the output during a 
given period, acceptance must depend upon marketing prospects, 
so far as they are calculable, a matter upon which the co-opera- 
tives are not usually very competent to pronounce. They are 
hardly in any better case when they come to decide between rival 
commission agents offering to undertake the sale of produce. 
The quality of the services offered and the marketing skill of the 
various firms are matters upon which judgment is possible after, 
rather than before, the event. •The factories are, therefore, well 

‘ The intervention of the Dairy Produce Export Boards, and especially 
of the N.Z. Board since 1934, resulting in considerable modification of 
the marketing arrangements (See Chapter III, Section 4) ; e.g. canvassing 
of factories by agents is eliminated in N.Z. since the Board, in consultation 
with the factories, allots supplies to the selling agents. But the above 
outline may serve to explain why changes were thought to be necessary. 
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advised to forward their produce to firms of good standing, and 
in some cases shipments are divided among several agents. It 
is true that the agent's work can be checked to some extent by 
comparison with the results obtained by other firms and that the 
Dairy Boards endeavour to conserve the producers' interests in 
their relations with commission salesmen, yet it is nevertheless 
the fact that only by close and continuous supervision of their 
operations can efficient service be ensured. It may be argued 
that competition will of itself protect the producers' interests, 
but competition has little or no effect upon the long-established 
customs of a well-organized trade. It is not intended to suggest 
that the selling agents as a body are capable of dishonest acts, 
but there are certain trade practices, met with also in other 
markets (e.g. fruit), which benefit the middleman rather than the 
producer. The latter is concerned to know, not only that the 
agent has sold the produce to the best advantage, but also that the 
account sales represents the actual price made, and not some other 
rate ruling about the same time nor the average of a number of 
consignments disposed of for various principals.^ As a general 
rule, the factory leaves it to the agent to secure the best possible 
price, yet it does happen on occasion that he will be instructed 
not to sell below a stipulated figure. Such a practice has nothing 
to commend it, especially in a disturbed market, as the agent on 
the spot is by far the better judge. Consignments have been held 
up in this fashion in the expectation of a price recovery which 
usually fails to eventuate. It is sometimes complained, however, 
that, if the agent is given a free hand, harmful results may ensue. 
It is asserted, for example, that when several agents share in the 
disposal of a shipment from one principal, they compete with 
each other in their haste to effect sales in a falling market. Under 
these circumstances, the first to sell (even at a sacrifice) believes, 
so it is said, that he will make the best price, since he is spoiling 
the market for the others. When returns from the several agents 
are compared, the “quick quitter,'' as he has been called, will 
appear to advantage. Investigation reveals, however, that there 
is little ground for complaint and that agents have sound reasons 
for clearing consignments quickly on certain occasions. 

' Averaging is now prohibited by the N.Z. Dairy Marketing Regulations . 

15— {C.219) 
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The farmer*s part in marketing includes the responsibility for 
seeing that his product is of the very highest quality. The skill 
of the butter and cheese maker may do much to eliminate defects, 
but cannot overcome completely the handicap of faulty raw 
material.^ Almost all the milk and cream is pasteurized before 
manufacture in New Zealand and a large proportion in Australia. 
The factories are equipped with up-to-date plant in most in- 
stances and with special appliances for weighing, packing, etc. 
Butter is packed in boxes of standard size, each containing J cwt. 
and bearing a complete history of the contents stamped upon the 
end. This includes the name of the factory, the factory brand, 
the number of the churning, and after these have been deter- 
mined, the grade marks and brand indicating quality. It might 
be well perhaps if the British consumer were educated up to the 
significance of the details inscribed upon the boxes and urged to 
look for them in the shops. At present, they are regarded as 
being of importance only to the trader. The butter box must be 
made from timber that will not impart wood-taint to the con- 
tents. For many years, the New Zealand white pine or kahikatea, 
which is eminently suitable, was almost exclusively used, but 
its growing scarcity has led to increased dependence upon boxes 
imported from as far away as Scandinavia. Cheese is packed in 
double crates of a standard size, with a central shelf or partition, 
solid ends and sides formed of battens spaced at intervals. The 
crate holds two cheese, the contents weighing on the average 
somewhat above i6o lb. Thus the package is sufficiently heavy 
to escape being thrown about and damaged, as may happen to 
Canadian cheese. The colour, vat number, date of making, and 
net weight are stamped on the crate and each bears the factory 
brand, etc. In New Zealand, cheese must be stored on shelves 
at the factory for fourteen days before packing, each cheese being 
turned once every day. In some cases the outside is waxed, 
though there is difference of opinion as to the profitableness of 
the practice. Butter and cheese for export are forwarded to 
grading stores at specified centres where weights are checked and 
quality officially determined. 

‘ The introduction of the milking machine is said to have had harmful 
reactions upon quality, as the machines are difficult to sterilize. 
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Much discussion centres round the question as to whether 
forward sale is more advantageous than consignment. The 
extent to which each method has been favoured in recent years 
is indicated by the following figures.^ — 


BUTTER 


Season 

Australia 

New Zealand 

F.o.b. and 
c.i.f. Sales 

Consignment 

F.o.b. and 
c.i.f. Sales 

Consignment 

1925-26 . 

% 

io-8o 

% 

8920 

% 

% 

1926-27 . 

2239 

77-61 

— 

— 

1927-28 . 

21*53 

78-47 

— 

— 

1928-29 . 

31-31 

68*69 

3470 

65*30 

1929-30 . 

25-29 

7471 

1600 

84*00 

1930-31 • 

34-69 

b 5 * 3 i 

17*00 

8300 

1931-32 . 

35-64 

64*36 

17*00 

83*00 

1932-33 . 

28-87 

7113 

19*00 

81*00 

1933-34 • 

13-81 

86*19 

15*00 

85*00 


NEW ZEALAND CHEESE 


Season 

F.o.b. and c.i.f. Sales 

Consignments 

1928-29 , 

% 

19-33 

/o 

80*67 

1929-30 . 

22*50 

77-50 

1930-31 • 

5*00 

9500 

1931-32 . 

12*00 

88*00 

1932-33 • 

10*00 

90*00 

1933-34 • 

7*00 i 

93*00 

1934-35 . 

18*00 

82*00 


These figures must not be regarded as indicating tendencies, since 
in the main the influences at work are not such as to induce 
permanent change in either direction. For example, deflation did 
not have any marked effect at first because buyers continued to 
some extent to take a hopeful view of the market and their offers 
were not so low as to cause the factories to refuse to sell forward. 
It may be that the Paterson scheme has on the whole promoted 
forward selling in Australia, as, with differential prices ruling, 
^ Figures supplied by the Dairy Produce Boards. 
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factories can thus adjust their accounts with greater facility than 
if they have to await final realizations on the part of their output 
that is sold in London. In New Zealand, the consignment policy 
is strictly followed by the largest co-operative group, but, on 
the other hand, the South Island cheese factories prefer to sell 
their output forward, if they can. The fixing of minimum prices 
for f.o.b. sales has not diminished the amount of produce sold 
forward. In New Zealand indeed there has been a considerable 
increase during the 1934-35 season. However, it is clear that, in 
the last analysis, the method of sale will depend on the relative 
advantage, actual or anticipated, having regard to market con- 
ditions and prospects. On the one hand, merchants’ offers may 
appear unduly low upon some occasions and, on the other, pro- 
ducers may be anxious to sell forward because they anticipate a 
heavy output. 

The advantage in forward selling is that there is less delay in 
finalizing factory pay-outs. Once the sale is effected, the supplier 
knows exactly where he stands and passes on the risk of sub- 
sequent fluctuation to the buyer. Against this, it is contended that 
forward selling may place the merchant in a position to influence 
future market movements. The possibility of his being able to 
force prices up by withholding his stocks is very slight, if it exists 
at all. He might, however, attempt to “bear” the spot market 
by sacrificing part of his stocks as a preliminary to further for- 
ward buying. “Bearing” the market by making sales of un- 
bought produce is not possible, because delivery or the transfer 
of some documentary title to the goods is required at the time of 
sale. It is difficult to acquire stocks for illegitimate purposes, as 
sellers are concerned to see that their goods are sold for consump- 
tion.^ At times, holders who have overbought begin to unload 
stocks in a falling market in order to cut their losses and this 
operation is commonly mistaken for a “bear” movement. What 
producers may fear is that the fact that traders hold stocks may 
prevent the market from rising as high as it might otherwise do. 
The merchant may be willing to quit his stocks so long as they 

1 Selling short is prohibited by the N.Z. Dairy Marketing Regulations, 
and the London importers are not to purchase on their own account for 
speculative purposes though they may buy “spot” for the legitimate 
requirements of their trade. 
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yield a profit without taking the risk of losing a sale by striving 
to make that profit a maximum. Yet traders are as much con- 
cerned to secure maximum returns as producers, though the 
methods by which the former attain their ends may not always be 
straightforward. 

The question whether produce should be sold forward or on 
consignment turns upon whether the producer should transfer 
his risk from fluctuation at an early stage or not. The orthodox 
economist would probably hold that the carrying of market risks 
is no function of the farmer and that he ought to transfer them 
at the earliest possible moment. This would no doubt be a sound 
policy in that perfect world contemplated by the assumptions of 
political economy, but it is not certain that it is advisable in the 
world as it is. For, if the farmer is to get rid of his risk as soon as 
possible, he should deal with a proprietary and not with a 
co-operative factory, since the private concern makes full pay- 
ment at once, as does the f.o.b. buyer. From the practical view- 
point, it appears to be to the producer's advantage that both 
methods of sale should be open to him. 

(b) The London Dairy Produce Market. The bulk of the trade 
is done in Tooley Street where the principal firms have their 
offices and selling floors. Dairy produce is unloaded at the docks 
into barges (insulated in summer) and conveyed to the cold 
stores, of which the chief are the Port of London Authority's 
store at Surrey Commercial Docks and Hay's Wharf at London 
Bridge (butter only). The Provision Exchange is in the neigh- 
bourhood of the latter. The number of firms which handle 
Australasian produce as importers is about thirty. The number 
is small because individual consignments are usually too heavy 
for the ordinary traders to handle directly.^ 

The importers are organized in three associations, the New 
Zealand Dairy Produce Importers' Association (24 members), 
the Australian Dairy Produce Importers' Association (18 mem- 
bers), and the London Provision Importers' Association (60 
members). The object of these bodies is to protect and advance 

^ More firms are engaged in handling the imports of Canadian than of 
New Zealand cheese, though the latter were in 1930-31 three times as 
great. Canadian consignments are usually within the capacity of the 
small trader. 
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the interests of their members, and traders may belong to more 
than one. 

The importers are of two kinds — those who buy outright in 
the producing country and those who act as commission agents. 
These functions are frequently combined, an importer selling his 
own goods alongside those of consignors. This combination of 
function has been condemned as detrimental to the producers' 
interests.^ When prices are high, the importer will tend to clear 
out his own produce in preference to that of his consignors. The 
length to which he will go is, of course, determined by the 
relative importance of his consignment business and his desire 
to maintain and increase it. In practice the dual role is probably 
not so disadvantageous as might api^ear, and under certain circum- 
stances it may even be beneficial, for it allows the importer to 
take over consignments from his principals, if he finds that he 
has missed the market.-^ The general rule is that consigned pro- 
duce shall not be sold until after it is landed,® and if the oppor- 
tunity to dispose of it upon favourable terms immediately after 
discharge is lost through misjudging the market, the agent may 
prefer to purchase himself, rather than risk losing the business 
of his clients. Another type of market man is the broker who is 
employed to buy on behalf of provincial wholesalers who do not 
visit London, or to buy or sell for clients who do not wish to 
disclose their identity or let it be known that they are in the 
market. For these purposes the brokers' services will always be 
in demand. He also engages in inter-street trading, buying from 
one merchant and selling to another and reaping a profit from his 
acquaintance with their requirements and his knowledge of the 
market. 

Some of the importers and agents employ travelling salesmen, 
but the bulk of the business is done by telephone. All sales are 

‘ Imperial Economic Committee, Fourth Report : Dairy Produce. Cmd. 
2725/1926, p. 62. The N.Z. Dairy Commission, 1934, also condemned the 
practice. The approved agents may not purchase produce in New Zealand 
or afloat, but they may buy “spot,** such transactions being reported 
weekly to the Board. 

* Yet the fact that an agent can sell to himself or to a nominee may lead 
to something very like sharp practice and emphasizes what has already 
been said about the need for close and continuous supervision of the 
agents’ activities. 

* Except when the shipper directs it to be sold c.i.f. 
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by private treaty and buyers may visit a firm's selling floor or 
the stores in order to examine produce. In some cases, they buy 
'‘under the iron," i.e. the produce is tested in order to ensure 
that it is of the required quality, but the official grade marks and 
the factory brands are usually accepted. This may involve the 
buyer in loss, however, as the exchange rules provide that claims 
for quality shall be made within three days of purchase and 
defects may not be discovered in time. Even so, some allowance 
would generally be made by the factory concerned on the rare 
occasions which required it. Pa5nnent is made within thirty days, 
or with 2d. in the £ discount if made within seven days, and the 
terms include one week's storage. Sales are effected in the first 
instance to large wholesalers,^ multiple-shop concerns and re- 
tailers, and to blenders, who are really wholesalers. The blender 
has an important place in the trade. He can take up consign- 
ments of defective quality and rework them, though that is not 
his main concern, which is to provide his customers with a butter 
of Uniform quality all the year round. The amount that passes 
through his hands may be judged from the fact that 20 per cent 
of the consumption in Great Britain is estimated to consist of 
blended butter. 2 It was stated, in an application before the 
Standing Committee under the Merchandise Marks Act, 1926, 
that 10 per cent of the imports of New Zealand butter and 40 
per cent of Australian go to the blenders. Producers object to 
this on the ground that their produce thereby loses its identity 
and they are not able to create a special demand for it. Some 
Australian and New Zealand butter does, however, reach the 
retailer in a packeted form and hence identifiable, being 
prepared either for the producers’ organization or by whole- 
sale firms. Some retailers, however, prefer to sell their own 
brands. 

The minimum quantity that must be purchased in order to 
secure supplies direct from the importer varies according to the 
size of the buying firm and the state of the market, being usually 

^ It has been estimated that from 30 per cent to 40 per cent of New 
Zealand butter goes to wholesalers of various kinds. The proportion is 
decreasing. 

* Merchandise Marks Act, 1926 : Report of the Standing Committee on 
Butter, Cmd. 3878/1931, p. 5. 
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twenty boxes of butter, though as few as two have been known to 
be sold at this stage.^ The primary wholesaler usually sells other 
provisions in addition to butter and cheese, employing travellers 
to seek orders from secondary wholesalers and retailers. The 
secondary wholesaler may, in some districts, peddle out quite 
small quantities, consisting of less than a box of butter or part 
of a cheese. 

(c) The London Provision Exchange. This organization exists 
rather for the purpose of regulating dealings than for the sale of 
produce. Its rules prescribe conditions upon which f.o.b. and 
c.i.f. contracts are based, terms of payment, etc., and provide 
for the settlement of trade disputes. There are similar exchanges 
at Liverpool, Glasgow, Bristol, and elsewhere. Though some 
sales are effected on the floor of the exchange, most of the butter 
and cheese is disposed of outside. Traders, however, meet there 
at certain times and make and accept offers of produce. The 
exchange collects information from its members as to the 
prices at which they have effected sales on the floor and else- 
where and uses this as a basis for the official quotations which 
it issues. 

Market Fluctuations. Until recently the great variation in the 
Australian output was an important factor in determining the 
price of butter in any season. New Zealand production is much 
more stable and, until the recent very disturbed years, the 
results to the farmer were markedly improved whenever Aus- 
tralian supplies fell off. Canada is the chief competitor in the cheese 
market, but the prices of New Zealand and Canadian are not 
strictly comparable at any given time owing to the fact that 
when the former is new, the latter is mature, and vice versa. 
Increasing supplies of dairy produce to the British market have 
been a marked feature of recent years. The quantity of butter, 
after reaching a peak of about 278,000 tons in 1924-25, declined 
for a year or two, but exceeded that amount in 1928-29 and in 
the 1933-34 season totalled no less than 460,500 tons. Cheese 
supplies have not increased to the same extent, the amount in 

* The fact that the importer or seUing<agent may sell directly to small 
retailers appears to invalidate the argument that no producers’ selling 
organization could largely eliminate the primary wholesaler because it 
would not have a sufficient vjiriety of goods to offer. 
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1933-34* 150*829 tons, being below the average for the past 
decade.^ 

The greater part of the supplies of butter reaches the United 
Kingdom in the first half of the year. This is due to the fact that 
European production is heaviest in the spring and early summer 
months and to the lag of six weeks or more that takes place 
between the manufacture and the arrival of the southern makes. 
The spot market is influenced mainly by supplies afloat and this 
influence may be seen in broad seasonal movements in prices. 
These fall away in the later months of the year, as Dominion 
supplies increase, firming for a week or two before Christmas and 
usually reaching the lowest point about January. There is then 
a slight rise during February or March,^ after which the market 
falls away again. In May and June, prices improve and there 
is a continued improvement until the southern supplies increase 
again. Prices of New Zealand cheese follow a somewhat similar 
course. In the later months of the year, they decline steadily and 
the fall continues until the spring. The market usually firms then, 
is steady for a month or two, and rises in the summer, when the 
produce is more mature and demand usually greater.^ 

Over a period of years, movements in butter and cheese prices 
are closely related, but there may be sharp divergencies at times. 
New Zealand butter usually stands second to Danish in point of 
price, though it has on occasion equalled and even exceeded the 
London quotation for the latter. The margin which usually 
obtains between the two is not considerable in view of all the 
factors involved. The Danish product is fresh, full-flavoured, easily 
spread, pale in colour, and in regular supply all the year round. 
When at times the London price rises far above that quoted for 
New Zealand butter, it is generally due to temporary shortage 
of supplies. The Danish output goes regularly to certain markets 
in well-defined proportions. A higher offer, due to a temporary 
increase in demand in any one market, may therefore have 


1 1913-14 (year ended 30th June) imports were: Butter, 213,434 tons; 
cheese, 118,908 tons. See figures at end of this section for supplies during 
recent years. 

* During the brief interval between heavy southern supplies and the 
European spring supplies. 

* See price curves for butter and cheese on following page. 
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AVERAGE WEEKLY PRICES OF DANISH AND NEW ZEALAND 
BUTTER, CANADIAN AND NEW ZEALAND CHEESE, AND NEW 
ZEALAND lamb: igBA^BS TO igza-zg 

(source: aorkultural market reports 
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considerable effects upon prices by raising fears of shortage among 
traders elsewhere who require a certain quantity whatever the 
cost. It would not be correct to assume that the whole Danish 
output always brings the full premium over New Zealand butter 
which the London quotations indicate. 

New Zealand cheese is, on the average, cheaper than Canadian 
by as much as 2d. per lb., though it commands about id. per lb. 
more than English factory cheddar. During the course of the 
year, the margin between Canadian and New Zealand varies. It 
is wider during the first half, but may disappear in the second, 
when New Zealand may at times go to a premium owing to its 
being the more mature. On account of its predominant position, 
New Zealand cheese largely sets the level of all cheese prices in 
Great Britain, including that of home-produced non-cheddar 
types. 

Traders are, of course, acquainted with these market move- 
ments and they adjust their buying policy accordingly. The 
greater part of the produce changes hands at the lower, rather 
than at the higher, prices. It is not possible to say whether pro- 
ducers lose as a result, since storage and other costs, as well as 
the risk of price-fluctuation, have to be borne by the purchasers. 
Even a complete statistical analysis would probably fail to yield 
any final answer, owing to the complexity and indeterminateness 
of the factors involved. 

Distribution of the Trade in Great Britain. The greater part of 
the Australasian dairy produce imports come to London. In 
1929, for example, 99 per cent of the Australian butter imports 
were landed there, negligible quantities being discharged at 
Liverpool, Glasgow, and Hull. 93-8 per cent of the New Zealand 
butter imports in the same year were for London, while Bristol, 
Liverpool, and Glasgow also received small quantities. A small 
general trade with Bristol has long been a feature of the New 
Zealand export business, that country supplying the bulk of the 
butter imported directly at that port. In recent years, the ship- 
ments of New Zealand dairy produce to west coast ports have 
increased and now amount to some 25 per cent of the total 
exports to the United Kingdom. Considerable quantities of 
Australasian dairy produce are distributed by road and rail to 
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provincial centres, but the bulk is consumed in the southern part 
of England. In the south and south-west, Australian and New 
Zealand butter predominates ; in the west and north-west, where 
Irish supplies are available in the summer, considerable quan- 
tities of New Zealand are sold in winter. In the east and north- 
east and in Scotland, very little Dominion butter is consumed. 

New Zealand cheese, which is of the cheddar type, meets the 
demand for a low-priced article both in the north and in the south 
of England. The general preference in each district is for the 
local make, this preference having been confirmed by the war- 
time requirement that cheese should be consumed as near to the 
point of production as possible. The bulk of the imported cheddar 
is taken by the southern half of England, but it displaces English 
Cheshire to some extent in the north when the disparity in price 
amounts to several pence per pound. 

The reasons for the local variation in the demand for Dominion 
butter are not far to seek. In the industrial areas of the north, 
highly-flavoured foodstuffs have long been in demand, and, 
owing to distance and risk of deterioration, it is impossible at 
present to provide a high-acid butter from Australasia in these 
markets. Their relatively low price in recent years has, how- 
ever, enabled Dominion butters to capture some of the trade in 
the north. 

Very little butter is re-exported from London. Recently, the 
imposition of a duty by the Irish Free State has effectively 
excluded winter supplies from Australia and New Zealand. 
Tariffs and quotas are likewise a bar to Continental trade, though 
small quantities may go there at times. Australian butter is 
generally preferred to New Zealand on the Continent on account 
of its paler colour and fuller flavour. 

A gratifying increase in the consumption of butter per capita 
in the United Kingdom has taken place during the past decade, 
the figure rising from 1476 lb. in 1924 to 25*2 lb. in 1934. But 
this increase has been effected largely by a fall of 50 per cent in 
price which has enabled British consumers to secure for £35 
millions in I933“34 a quantity of butter which would have cost 
them £69 millions at the prices ruling in 1929-30. The absorption 
of the greater supplies of butter has been partly at the expense 
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of margarine consumption which fell from about 12-35 lb. per 
head in 1924 to 7-9 lb. in 1934. The great expansion of butter 
output would have had even worse consequences, if indeedit 
would have been possible, had there been no substitute to dis- 
place. Even now there is room for a further increase in con- 
sumption if the standard of diet is to reach the level attained, 
say, in New Zealand, where butter consumption per head approxi- 
mates 37 lb. per annum. While it is true that there is a consider- 
able elasticity in the demand for butter in Great Britain, old- 
standing habits of economy in the use of the commodity still 
appear to militate against its being more highly valued and more 
freely eaten by the lower middle and working classes. If the 
present low prices have an educative effect in that direction, 
there will be ultimate gain to all concerned. It should be remem- 
bered, however, that there are limits to the absorptive capacity 
of any market and the producing countries would do well to 
consider that when, with the aid of various direct and indirect 
subsidies, they press forward ever heavier and heavier supplies. 

UNITED KINGDOM 

Imports of Dairy Produce, 1922 to i 935 ‘ 

(Years ended 30th June; Amount in tons) 


BUTTER 


Year 

Australia 

New Zealand 

Total from All Sources 
(Excluding Irish Free 
State) 

1922 

5 i ,()88 

43.'84 

188,781 

1923 

32,850 

63,619 

229,061 

1924 

24,007 

51.847 

224,009 

1925 

56. '93 

67,179 

277,898 

1926 

40>454 

5M38 . 

256,961 

1927 

30,216 

56,534 

261,597 

1928 

33.582 

67.343 

247.307 

1929 

43.121 

64,896 

290,604 

1930 

41.157 

65,496 

294,720 

1931 

62,356 

87,493 

337.370 

1932 

80,981 

103,427 

394,448 

1933 

97.447 

118,604 

424,923 

1934 

94,400 

I37.I7O 

460,500 

1935 

1 14.494 

125,485 

446,656 


^ Source: WeddeVs Annual Review of the Imported Dairy Produce Trade. 
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CHEESE 


Year 

Australia 

New Zealand 

Total from All Sources 

1922 

5.529 

69.381 

138.535 

1923 

2.769 

73.125 

138,803 

1924 

1.340 

7 ‘. 6 i 5 

138.942 

1925 

4,408 

7^.031 

149.362 

1926 

2.875 

66,953 

151.520 

1927 

1,229 

78.673 

151.421 

1928 

2,678 

84,706 

151.037 

1929 

3.959 

83.432 

153.183 

1930 

1,382 

86,462 

M5.75I 

1931 

3.471 

96,602 

152,888 

1932 

3.347 

85,482 

144,667 

1933 

5.179 

100,677 

155.636 

1934 

4.424 

102.797 

150,829 

1935 

6,831 

94.496 

143.098 


5. The Marketing of Meat 

Of the two Dominions, Australia leads in the export of beef 
and New Zealand in that of mutton and lamb. The beef trade 
is not in any sense a staple one for either country. In both, a 
large part of the production is consumed locally, even the 
surplus-producing State of Queensland absorbing about one-third 
of its output in addition to supplying over 10 per cent of the 
requirements of New South Wales and Victoria.^ In both also, 
some part of the export consists of cattle from the dairy farms,^ 
though in New Zealand beef cattle are grazed in the sheep dis- 
tricts of the North Island, where they assist in maintaining the 
pastures in good condition by eating off rough feed. The pro- 
duction of young beef is not undertaken to any extent and little 
is done in the way of cattle-feeding or even of utilizing specially 
fertile areas for finishing. These areas are not generally available 
in Australia and in both Dominions they can more profitably be 
used for dairying. In certain parts of New Zealand, the expansion 
of the dairy industry since the war has been at the expense of 

‘ Cattle slaughterings in New South Wales are roughly equal to those 
in Queensland, but the latter State furnishes about 80 per cent of the 
Australian exports of beef. 

* A considerable trade has developed in recent years in veal from the 
New Zealand dairy farms. The expansion of dairying has tended to 
diminish the output of beef cattle, especially in Australia, lately. 
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bullock-fattening. Drought and tick are responsible for fluc- 
tuations in the Australian cattle population and the condition of 
the pastures determines the number of finished beasts that can 
be sent forward in any season. In Queensland, and in the northern 
areas generally, the animals mature slowly on the natural herbage 
and are drafted to the freezing-works as they attain a suitable 
size. The average age of the slaughtered beasts is about 4 years 
as compared with 2 J to 3 years in the Argentine. In the Kimber- 
ley district of Western Australia, and in other similar regions, 
cattle must be drafted to the works at a given time of the year, 
otherwise they cannot travel the stock routes. At present the 
average quality of Australasian beef is below that of Argentine, 
owing to low prices, distance from markets, and the want of 
stimulus to improved breeding and feeding. 

Australia is also at a disadvantage in the mutton trade. Her 
flocks consist for the most part of sheep bred for wool and not 
for meat, with large frames and a type of flesh not very acceptable 
in overseas markets. Until recently, a profitable outlet was found 
in the Australian cities, where consumers are less concerned about 
small joints and are not so generally accustomed to the type of 
lamb produced in New Zealand. Victoria and New South Wales 
furnish each about 40 per cent of the Australian exports. New 
Zealand owes her important trade to careful breeding and speciali- 
zation to suit the requirements of overseas markets, and also to 
the fact that a steady output can be more easily maintained than 
in Australia. Climatic conditions, especially on the east coast of 
the North Island, make it possible to kill more than half of the 
New Zealand lambs direct from the mothers. These '‘milk 
lambs" are of very high quality and in great demand abroad. 

Organization of the Meat Export Trade. Practically all the 
freezing-works in Australia and New Zealand are located at or 
near the coast, the transport of meat in the live state being con- 
sidered the more advantageous method. The animals may suffer 
from bruising while in transit by rail, but risk of loss is less than if 
dead meat were carried long distances in insulated vans. In 
some parts of Australia cattle have to be driven to the meatworks 
over at least part of the route and there is some loss of condition. 
As roads improve, motor transport is increasingly employed for 
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the movement of sheep and lambs. New Zealand is more favoured 
than Australia, since the average rail distance over which stock 
are trucked is only about 50 miles and seldom exceeds 100, so 
that the animals reach the works without loss of weight. The 
number of meat works is large in relation to the output, owing to 
the shortness of the killing season. 

The actual date of the opening of the season depends upon 
climatic conditions. Drought may even keep works closed or 
shortage of feed compel an early opening. In Queensland, the 
killing of cattle usually begins about March and continues until 
August. In New South Wales and Victoria, the works commence 
killing sheep and lambs in the late spring, about September, and 
continue till about the end of March, the busy months being 
September, October, and November. The New Zealand season 
opens later, in November or December in the North Island, and 
about a month afterwards in the South Island, and continues until 
August. A few meat works in the Brisbane district have operated 
all the year round, but in general the season does not extend 
beyond six or nine months. 

The internal organization of the freezing-works has undergone 
considerable change since 1930. The ‘‘chain*’ system of handling 
the animals as in North and South America is now more generally 
employed, i.e. each beast passes through the hands of several 
butchers who perform in turn a part of the work of killing and 
dressing. Until recently in Australia and New Zealand, the butcher 
usually killed and dressed each carcass. The utilization of certain 
by-products, such as glandular secretions, is not possible in many 
cases owing to the small number of stock treated. As might be 
expected from the extent of the mutton trade, large quantities 
of tallow are produced and pelts, hides, sliped wool, sausage 
casings, etc., constitute important sidelines. Some meat is 
exported in the form of joints, legs, or cuts, these being taken 
from carcasses which are otherwise of poor quality and furnishing 
a cheap, yet wholesome, meat ration to certain communities. 
Canned meat includes portions cut from the carcasses, briskets 
from Australian cattle being sometimes treated in this way. 
Boneless beef is usually lean meat from dairy cattle and is boxed 
for exp>ort. In order to comply with the official requirements of 
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importing countries, parts of carcasses must be such as can be 
identified as being derived from cattle or sheep. Needless to say, 
all meat is subjected to rigorous ante- and post-mortem inspec- 
tion, and much that is perfectly wholesome is rejected for export 
in order that a reputation for quality may be maintained abroad. 

After killing and dressing, the meat is weighed, a certain per- 
centage being deducted to cover shrinkage during chilling and 
freezing.^ The dressing of the carcasses is of the utmost impor- 
tance from a marketing point of view, Australian frozen beef 
comparing badly with the chilled Argentine product in this 
respect. On the other hand, the dressing of New Zealand and of 
some Australian lambs has attained a very high standard. Cattle 
from the northern areas of Australia have the briskets removed in 
dressing, the forequarter in this state being known as a “crop." 
This practice is necessitated by the action of a parasite. Onchocerca 
Gibsonii, which produces worm nodules on the briskets and 
flanks of the animals, but does not affect the wholesomeness of 
the meat in any way. The freezing process must be carried out 
with care, so that the meat will not become misshapen. The 
beef is wrapped in hessian bags and the mutton and lamb in 
stockinette covers. Most of the meat being frozen, it can be 
piled, instead of hung, in the stores and ships' holds, thus saving 
space. 

In the 1933-34 season, technical improvements made it pos- 
sible for Australia and New Zealand to enter the chilled beef 
trade. In the absence of any restriction of markets, the Aus- 
tralian beef trade is likely to expand considerably, but some time 
must elapse before the quality and finish of Argentine beef can 
be equalled, and here the factor of relative cost is important. 
The increase of freight (about id. per lb.) owing to the fact that 
the meat must be hung on rails would be more than offset by 
the increase in the price of chilled meat as compared with frozen 
(about 2d. per lb.). But the cost of finishing cattle to the Argen- 
tine standard would be high in Australia. 

‘ In New Zealand, 4J per cent is deducted from the hot weights of 
mutton, and 3 per cent from the weight of beef the day following slaughter. 
Bill of lading weights are based on these and guaranteed to within i per 
cent. The freezing- works weight certificate is final should there be a 
discrepancy between it and the bill of lading weight. 

16— (C.219) 
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Handling and Transport. The handling, transport, and storage 
of meat call for the utmost care, if it is to reach the market in 
good condition. The New Zealand Meat Board employs special 
officers to suj^ervisc handling and shipment. Want of care may 
result in torn wrappings, broken shanks of mutton and lamb, and 
deterioration from exposure. The opening of the chambers from 
time to time, as the ship proceeds from port to port to complete 
loading, does not affect meat in the frozen state, and there is 
little loss nowadays from defects in marine refrigerating machin- 
ery. After its arrival, the meat is surveyed for insurance pur- 
poses and, when so demanded, for quality. The insurance of meat 
is somewhat complicated, since different types of policy giving 
varying degrees of protection are issued. Surveys for the assess- 
ment of damage for insurance purposes may be made at the time 
of discharge or deferred till the meat is in store, the policy usually 
covering a period of storage at destination. Except when the 
damage is serious, the whole of the parcel is not examined. The 
surveyors, one representing the owner and one the underwriters, 
inspect lo per cent of the consignment and assess the damage over 
the whole on the basis of the condition of the part examined. A 
purchaser who has bought forward may call for a quality survey, 
if he considers that the meat is not up to the standard stipulated 
for. Buyer and seller each nominate one arbitrator, and an um- 
pire may be called in if these disagree. If the buyer's claim is 
upheld, allowance is made; or if over 20 per cent of the con- 
signment is below standard, he may reject the whole on the basis 
of the market price of the day. Surveys for quality are naturally 
more frequent when the market is falling than when it is rising, 
since, in the latter case, the goods are wanted without delay and 
the buyer is not so likely to be involved in loss. The unsuccessful 
party to a dispute concerning quality pays the costs (except where 
the award is 1 per cent or less), an arrangement which protects 
the seller from arbitrary demands. 

Classes of Firms Engaged in the Meat Export Trade. Several 
types of firm, which may be broadly classified as follows, are 
engaged in the meat trade. There are fixst British firms which own 
freezing-works and have selling organizations, wholesale depots, 
market stalls, and even retail shops in the United Kingdom. 
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Second in importance are the Dominion proprietary concerns, 
which own works and have selling agencies, and perhaps market 
stalls, in Great Britain. Farmers’ co-operative works, of which 
there are several in New Zealand, employ commission agents in 
the British market. In addition to all these, a considerable 
number of export buyers in the Dominions and of importers in 
Britain who have no interest in meatworks also participate in 
the trade. 

Methods of Disposal Available to the Farmer. One or two of 
the meat concerns raise some stock of their own, but the majority 
purchase the whole of their requirements from graziers. In 
Australia, the latter have not so wide a choice of methods of dis- 
posal as they have in New Zealand. In both Dominions, sales 
are commonly made outright on the farms to export buyers. This 
procedure is preferable to passing stock through saleyards, as 
this involves loss of condition, possibility of injury, and, fre- 
quently, double railage. In New Zealand the farmer may sell 

(i) at per head on the farm, in the saleyards, or at the works, or 

(ii) *‘on the hooks,” i.e. at per pound dressed weight. The works 
usually issue price schedules from time to time throughout the 
season. If he is not satisfied with the prices offered, the farmer 
may have his stock treated and consign the meat on his own 
account. This last alternative is not now much availed of, the 
bulk of the meat being purchased by the works, by export 
operators, or by the agents of importers overseas. 

Commercial Activities of the Meatworks and Exporters. Pro- 
prietary works, owned either by British or Dominion companies, 
are engaged mainly in purchasing and treating stock for their own 
account, though they may also kill and freeze on behalf of clients. 
In order to keep their works profitably employed, the co-opera- 
tives are compelled to buy like the private concerns, instead of 
confining their activities to treating stock for farmers or for 
exporters who have purchased from the latter. 

The disposal of the meat after treatment is undertaken in a 
great variety of ways and it is not possible to give more than a 
brief indication of the chief methods by means of somewhat 
simplified illustrations. The whole process is assisted, as indeed 
dealings in other markets are, by the constant interchange of 
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information relating to conditions in the producing countries and 
in the overseas markets. Long before the killing season begins, 
stock buyers are busy in the country districts forming opinions 
as to the numbers that will be available. From this information 
the works are able to estimate their probable output and overseas 
interests, which have advices from other sources of supply as well, 
can form some idea of the level of prices for the early forward 
sales. Offers may be made to farmers and some sales may be 
effected at this stage, but all the parties usually prefer to wait 
until some more definite opinion as to probable London prices 
can be arrived at. Upon this opinion will depend what the works 
and other exporters will offer for stock, though the works must 
have animals to treat and their buyers may be instructed to do 
the best they can, following the market in order to obtain a share 
of the available supplies. On the basis of prices for stock, actual 
and anticipated, offers may be cabled to principals or agents in 
London of stated quantities to be shipped in specified months. 
The London office endeavours to ‘‘place" the parcels with 
importing and other firms at or above the price named. If the 
trade is not interested in meat at that price, then the works will 
be advised of the highest offers and will instruct its buyers 
accordingly. In arriving at the price which it will pay to give for 
stock, the works management will take into consideration the 
current values of wool, pelts, hides, tallow, and other by-products.^ 
In some seasons these may yield enough to cover most of the cost 
of killing, freezing, packing, and putting the meat f.o.b. steamer. 
If the works can secure enough stock at payable prices, its 
difficulties are at an end, but it has always to reckon with the 
farmer's willingness to sell and with the competition of other 
export buyers. The importer who has bought forward at the 
beginning of the season assumes considerable risk and must be 
largely dependent for protection upon his knowledge of what 
other firms are doing. In any case, the business is always highly 

^ There are certain customs of the trade in regard to by-products. 
These vary somewhat, but in New Zealand the uniform practice is that 
when the exporter takes lambs to the works to be treated and shipped on 
his own account, he retains the wool, pelt, and fat, but the tongue, kidneys, 
casings, bone, and blood become the property of the works. The value of 
the latter items is taken into account in fixing the rate charged for 
treatment. 
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Speculative, since the market may move in any direction between 
the time the meat is purchased and its arrival. 

Once some definite indication has been obtained of prices 
ruling in London, the works can proceed with the season’s opera- 
tions with greater security. Continuous cabled advice serves as 
a guide in buying stock, though the risk remains considerable. 
As meat becomes available, it is offered to the trade overseas as 
already described or is shipped according to instructions, when 
it is owned by a concern having its own distributing organization. 
Meat may be shipped unsold, and in such cases, it will probably 
be directed, on London advice, to the destination where it is likely 
to make the best price. The exporters, of whatever class, must 
see to their freight arrangements in advance when selling f.o.b. 
or c.i.f., so that they can specify the month of shipment. The 
New Zealand Meat Board is represented along with the shipping 
companies on a Shipping Allotment Committee, which apportions 
freight space in advance, and a similar move is under consideration 
in Australia. 

The nature and extent of the export operations of any individual 
or concern will depend upon financial resources. The large 
firm, owning works and a selling organization, can usually afford 
to continue buying each season, relying upon making a profit 
over a series of years.^ A firm or individual with small capital 
may easily be put out of business, however, unless great care is 
exercised, and when markets are disturbed their difficulties are 
increased, as they must come into and go out of the buying at the 
right times. Some export operators are merely local speculators 
with a knowledge of the trade, who come and go, enlarging the 
scope of their business when their dealings are profitable and 
dropping out when losses are heavy. 

The British Market. All the activities of the meatworks, the 
export buyers, and farmers or other owners consigning on their 
own account are closely bound up with operations on the British 
market and especially with dealings on Smithfield. A brief review 
of the types of transaction in meat will serve as some indication 

^ Such firms probably lost heavily in the early years of the depression 
owing to the almost uninterrupted decline in prices, for their offers for 
stock were regularly too high. 
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of the way in which the trade is carried on, though it is impossible 
to elucidate all its complexities. Sales are sometimes made f.o.b., 
in which case the buyer, having paid the freight, is entitled to 
dispose of the goods again while they are in transit. C.i.f. sales 
are more common and may be effected at any stage — even before 
the animals are bought — up to the arrival of the vessel. For all 
sales, certain particulars such as month of shipment or steamer’s 
name, quality, and weights, etc., are furnished. The fact that 
various qualities are usually included in a parcel is important in 
many respects. For one thing, the works or other sellers hope by 
this means to pass on the stock as it was bought, the heavier 
grades along with the lighter. On the other hand, the buyer has 
to consider whether he will have a profitable outlet for any car- 
casses included in the consignment that are not suited to his trade. 
When the vessel arrives, the seller, who has previously sent an 
invoice to his buyer, takes up the documents from the bank. 
These include the bill of lading, freezing-works certificate that 
the goods were properly frozen, etc., before shipment, and the 
insurance policy. Upon payment of the amount of the invoice, 
the buyer secures the documents and obtains delivery from the 
ship. Disputes may easily arise out of forward sales, and, in 
order to minimize these as far as possible, c.i.f. contracts are 
governed by the rules laid down by the Imported Meat Trade 
Association. Should the weights at the ship’s side or at the cold 
store show a loss of more than J per cent on the bill of lading 
weights, the seller credits the buyer with the whole of the shortage. 
Sales ’'ex ship” differ little from those made c.i.f. The seller 
presents the bill of lading to the shipping company and issues a 
delivery order in the buyer’s favour. Such sales are usually 
made when an importer or selling agent prefers to take the 
market price of the day rather than store the goods. The ”ex 
ship” price will be the day’s market price, less the cost of delivery 
to the store and of the first month’s storage. Much meat is sold 
from the stores. When the sale is “ex store,” the buyer takes 
delivery there and may spread his withdrawals over a period 
agreed upon at the time of sale, storage charges on any balance 
remaining beyond that time being for the buyer’s account. 
Stored meat may also be sold on terms requiring the seller to 
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deliver it to the market and place it on the buyer's stall. From 
the stall, sales are made to retailers. 

A great variety of buyers and sellers is concerned in the trans- 
actions just discussed. Some of the traders are engaged in dealings 
both on Smithfield and through extra-market channels; and 
some confine their activities to the one or the other. Smithfield 
is, in fact, not merely a wholesale meat market, but also an 
exchange where titles to goods in store or in transit are bought 
and sold. The concern which owns meatworks at one end and 
depots, market stalls, and shops at the other combines within 
itself the four functions of importer, jobber, wholesaler, and 
retailer. The importers are of various kinds. The London house 
may be the head office of a firm having works in several parts of the 
world or it may be the selling agency of Dominion firms which 
own works in Australia or New Zealand and may also operate 
market stalls on Smithfield. Again, the importer may be a Lon- 
don concern, buying in the Dominions on its own account or 
acting as agents selling on commission for co-operative works, 
farmers, and other owners. Sales are made by the importers to 
jobbers who are of two kinds — stall-holding jobbers and extra- 
market jobbers. The stall-holding jobbers sell to retailers in 
competition with the importers' stalls, and are able to survive 
because they create goodwill by catering for the special needs of 
customers, by cutting up meat to suit them,^ and by giving longer 
credit. Jobbing is also done by traders having no stalls. These 
extra-market jobbers buy from the meatworks or their agents 
and sell to stall-holders or others, using their knowledge of the 
trade in order to employ a small capital to advantage. At times 
merchants who usually transact their business wholly outside 
the market may engage in jobbing and Dominion firms owning 
stalls are compelled to turn to this branch for certain periods at 
least owing to the seasonal nature of their trade. ^ 

It will be evident from the foregoing that only a portion of the 
Australian and New Zealand meat is actually pitched on the 

^ Most stall-holders, particularly since the war, cut up meat to suit 
their customers. 

‘ Combination of commission selling with selling on own account is 
little known, since commission salesmen need to have stalls of their own 
to be able to do both. 
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market stalls. Complete figures are not available, but the ten- 
dency seems clearly to be in the direction of selling otherwise 
than through the market. In 1925, just over 50 per cent of the 
total New Zealand mutton and lamb landed in the United King- 
dom was pitched on Smithfield and by 1931 the percentage had 
steadily declined to 40*9 and is still falling.^ For Australia the 
percentage of pitchings to landings was in 1931 23*4, as compared 
with 27*2 for South American supplies. In the same year, the 
percentage of pitchings of beef to total landings in the United 
Kingdom were i6*i, 13-5, and 36*8 for New Zealand, Australia, 
and South America respectively. 

Distribution of the Trade in Great Britain. As will be seen from 
the figures given on this page, the bulk of the meat from 


PORTS IN GREAT BRITAIN AT WHICH IMPORTS OF 
AUSTRALIAN AND NEW ZEALAND MEAT WERE DISCHARGED* 


Annual Average, 1926 to 1930 
(Mutton and Lamb stated in carcases ; Beef in quarters) 


Ports 

Australia 

New Zealand 

Mutton 

Lamb 

Beef 

Mutton 

Lamb 

Beef 

London , 

342,089 

1,153,092 

393,112 

2,014,757 

4,632,531 

102,222 

Liverpool 

164,931 

302,540 

182,829 

129,212 

616,286 

40,404 

Southampton . 

373 

4,544 

2,132 

38,130 

147,232 

178 

Newcastle 

1.389 

I 228 

4.295 




Hull 

4.509 

7,511 

16,430 

165 

907 

171 

Avonmouth 

2,780 

22,820 

3,780 

42,507 

198,265 

6,581 

Cardiff . 

Manchester 

1,220 

14,454 

2, 601 

293 

12,842 

1,120 

5.795 

16,799 

5,348 

738 

8,724 

188 

Glasgow . 

2.139 

2,946 

2,403 

11,636 

18,081 

11.756 

Totals 

525,425 

1,525.934 

612,930 

2,237,438 

5,634,868 

162,620 


AVERAGE PERCENTAGE OF MEAT DISCHARGED 
ANNUALLY AT LONDON 
1926 TO 1930 


Australia 

New Zealand 

Mutton 

1 

Lamb 

Beef 

Mutton 

Lamb 

Beef 

% 

65 

% 

73 

% 

64 

% 

89 

% 

82 

% 

62 


' Report New Zealand Meat Board, 1932, p. 5. 

• From figures supplied by Messrs. Weddel & Co. 
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Australasia is discharged at London, though the proportions 
are not so high as in the case of dairy produce. Most of the 
balance goes to west coast ports, Liverpool being the chief. Dis- 
charge at a given port does not necessarily mean that the meat 
is consumed in the neighbourhood, as, owing to market con- 
ditions, it may be despatched to other areas or even be sent on 
to London. Before the ship arrives at an outport, an effort is 
made to sell the meat, so that it can be delivered direct by road 
or rail to provincial wholesalers. If it is not sold, it may be stored 
at the port or at some centre which is convenient for later dis- 
tribution. Where meat is put out will depend partly on the ship- 
ping services available, partly on the owner's decision before 
shipment, and partly on the class of trade in the district. Thus 
Southampton is a regular port of call on the Panama route from 
New Zealand and Hull is frequently visited by insulated cargo 
liners to discharge wool. Boneless beef is much in demand in 
Glasgow, so that direct shipment to that market is advantageous. 
A good deal of meat is necessarily distributed by road and rail 
from London for consumption in neighbouring areas. 

Continental Trade. Considerable quantities of Australian and 
New Zealand frozen beef go to Continental countries, where a 
demand grew up after the war and promised to attain much 
greater proportions than have actually been realized. Lean beef 
mainly is required for this trade, though better qualities are 
coming into favour. Australian meatworks generally have a 
special brand or grade for this market, the beef being known as 
“Second Fair Average Quality" or “Continental" or “Italian" 
quality. Mutton is not so much in demand on the Continent, 
where many consumers find it unpalatable. The prospects of 
increasing this trade are not encouraging, since apart from the 
obstacle of economic nationalism, local production is considerable, 
quick-maturing meats, such as pork and veal, are largely eaten, 
and the amount of waste is not nearly so great as in Britain. 

Market Fluctuations. The supply of meat cannot be readily 
adjusted to the demand. Several years may be required to effect 
a change in the output of beef, and the amount of mutton and 
lamb that is available at any time is partly dependent upon the 
price of wool. When it is high, the supply of meat falls off, and 
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when wool values recede, the supply tends to increase, sometimes 
very rapidly. 

Smithfield prices of beef follow a rather erratic course during 
the year, owing to the special characteristics of the chilled beef 
trade. The chilled article must be disposed of soon after arrival 
and prices may have to be cut heavily at times owing to some 
slight falling off in demand or the arrival of ships close together. 
The price of frozen beef then moves in sympathy. In recent years 
prices have ruled sometimes relatively high, sometimes relatively 
low, in summer and in some seasons there has been very little 
movement throughout. 

The price of New Zealand lamb, however, appears to follow a 
fairly regular course each year.^ There is a fall in February and 
March, after somewhat high prices paid in January for the early 
shipments of the new season*s meat. Thereafter the market con- 
tinues fairly steady throughout the summer, having a downward 
tendency towards the end of the year, when the first lambs from 
Australia become available. 

6. Co-operative Marketing 

The discussion which follows is intended to deal with co- 
operative enterprise as it is generally understood, those special 
marketing control devices, which some claim as co-operative, 
having already been considered. In Australasia, agricultural 
co-operation is not so widely practised as is sometimes thought, 
and no apostles of the movement have appeared as, for example, 
in Denmark and the U.S.A. The co-operative form is frequently 
met with and may even be said to be typical of certain rural 
industries, but the’co-operative spirit is often lacking. The reasons 
for this are not far to seek. Farming having been regarded as a 
means to an end rather than as a way of life, there has been a 
considerable degree of instability in rural population. Quite fre- 
quently, too, the co-operative form was dictated by the con- 
ditions attending rural development. At the time when new areas 
were being brought into production, it was not always possible 
for private enterprise to provide processing plants. In some cases, 
state loans to co-operative associations assisted the movement, 
‘ Sec price curve for New Zealand lamb on page 216. 
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though reliance upon governments from time to time has no 
doubt tended to weaken it. The proprietary factory is still com- 
mon, many co-operators regarding it as a useful check upon the 
efficiency of their own organizations, an efficiency which they 
ought rather to ensure by active interest in their own societies. 
Many of the so-called co-operative factories are prepared to deal 
on equal terms with non-members and in some voting power 
varies widely according to the amount of capital subscribed by 
each individual. The survival of the private concern is as much 
owing to the difficulties of co-operative management as to the 
individualism of the farmer. Many members (or even potential 
members) of a co-operative feel that they can exert no real 
influence in its control, while others make their sense of pro- 
prietorship a positive embarrassment to the management. Under 
such circumstances co-operatives may resemble somewhat a pan- 
tisocracy and cannot hope for success. The proprietary concern, 
however, can discipline its clients (if the term is applicable) in 
ways which the co-operative dare not attempt, for they will 
generally concede to the private firm the right to manage its 
business in its own way. Even those who are loyal to their 
co-operatives tend to regard them solely as instruments of direct 
economic advantage. There may, indeed, be competition between 
co-operative factories, the existence of which explains the lack 
of capacity to build up co-operative amalgamations in certain 
directions. It is perhaps also possible to explain on similar 
grounds the want of enthusiasm for co-operation among Austra- 
lian economists who appear to think its existence can be justified 
only by financial results. The ‘‘better business,” to use Sir 
Horace Plunkett's phrase, to which co-operation should lead is 
taken to mean ‘‘better profits” and not to include better ways of 
doing business.^ This view, however, represents a fundamental 
conflict of opinion. Many believe that something can be done to 

^ See, e.g. a strongly anti-pool article by Dr. G. L. Wood, of Melbourne, 
in Economic Record Marketing Supplement, 1928. The judgment of the 
British Economic Mission to Australia was less severe. It commented 
that the co-operatives were both more numerous and less efficient than 
they should be, a criticism which might be applied at almost any time to 
any form of economic enterprise anywhere. (See Report of British 
Economic Mission to Australia, p. 37. Commonwealth Parliamentary 
Papers, 1928, Vol. II, p. 1231.) 
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organize producers* marketing on co-operative lines without 
limiting the beneficial play of competitive forces, and as many are 
convinced to the contrary. Yet it is certain that co-operative 
organizations frequently confer unacknowledged advantages upon 
non-members, just as the earnings of a wage-worker may be 
high because there is a trade union and he is not in it. 

Except as regards the wheat pools, it is possible to give but a 
very cursory account of co-operative marketing in Australasia, 
since adequate information is only to be had by first-hand 
inquiry.^ The main features will, however, be sketched, with the 
addition of such details as are available. 

Co-operative Marketing Through Central Processing Plants. 
The co-operative factory for treating agricultural products first 
appeared in the late ’eighties. Such enterprises now include 
sugar-mills, dairy factories, fruit canneries, bacon factories, 
meatworks, and fresh fruit and dried fruit packing sheds. In 
the case of the first four, the method of operation is very similar. 
The supplier’s product is weighed, graded, tested, etc., on delivery, 
loses its identity, and is paid for at current rates according to 
quantity and quality. If any additional amount is available 
after the sales have been finalized, it is paid out in the form of a 
bonus. Where working profits are made, they may be distributed 
as interest on share capital or retained in the business. The 
meatworks and fruit-packing sheds treat products on behalf of 
members and others, the actual marketing being frequently left 
to the individual owners, though the co-operative may undertake 
the work as agents, a much looser relationship than that which 
subsists between dairy co-operatives and their members. 

In Queensland, two co-operative sugar-mills were started with 

' The following are among the printed sources of information available : 

(i) List of co-operatives in Year Book of Agricultural Co-operation, 1929 ; 

(ii) N.Z. Annual List of Dairy Factories; (hi) Queensland: Report of 
Registrar of Co-operative Associations registered under the Primary 
Pr^ucers' Co-operative Associations Act; (iv) Electoral Rolls for the 
Australian Dairy and Canned Fruit Boards; (v) Commonwealth Year 
Book. The last gives the total number of co-operatives engaged in the 
manufacture and marketing of primary products and trade requirements. 
In 1927-28, there were 249 producers’ co-operative societies, as defined, 
with a membership of 120,388 and a gross turnover of ;f23,689,704. Some 
information regarding the development of co-operative entei^rises is 
given in H. L. Wilkinson — State Regulation of Prices in Australia (1917.) 
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state assistance as far back as 1887.^ Since that time, the number 
of such mills has increased to fifteen, all of which have had the 
benefit of special legislative provision.^ The co-operatives have 
confined their activities to cane crushing, refining being almost 
entirely in the hands of a long-established and powerful private 
company. 

Co-operation is the rule in the dairying industry, though this 
has not always been so. For example, the co-operative factory 
did not appear in Queensland until 1901,^ nor until about the 
same time in the north-west of Tasmania.^ In the former State, 
with the exception of a few skimming stations which were then 
common, proprietary companies controlled the fifty-three butter 
and cheese factories that were in operation at the turn of the 
century. Twenty-four years later, there were only four private 
butter companies, as against twenty-nine co-operatives; and 
thirteen private cheese companies as compared with thirty-seven 
co-operatives. The co-operative butter companies operated fifty 
factories and the co-operative cheese companies eighty-one. In 
1924, nearly 70 per cent of the butter factories in New South 
Wales were co-operative and produced over 90 per cent of the 
butter made in the State. The co-operative dairy companies are 
also predominant in Victoria and in Tasmania. Over 80 per 
cent of the total output of dairy produce in the four eastern 
states is of co-operative manufacture. In South Australia, where 
dairying is less important, the private factory has about 60 per 
cent of the butter trade, but in Western Australia, there is an 
important co-operative concern in the south-west district. In 
New Zealand, 90 per cent of the cheese factories and 75 per 
cent of the butter factories are co-operative, as are practically 
all of the dual plants. For the year ended 31st March, 1931, 
91*6 per cent of the butter and 98-3 per cent of the cheese for- 
warded for export was from co-operative concerns.® 

^ Queensland: Parliamentary Papers, 1925, Vol. II, p. 271 — Report of 
Department of Agriculture, 1923-24, p. 9. 

* E.g. the Sugar Works Guarantee Act, 1893, and later statutes. 

* See note (^) above. 

^Tasmania: Journals and Papers of Parliament, Vol. LXXXVII, 
1922-23, Paper No. 8 — Report of Department of Agriculture, 1921-22, p. i. 

* See N.Z. Annual List of Dairy Factories, etc., from which the above 
figures are compiled. Total output of the co-operatives is not stated. 
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In Australia, co-operative canneries process the major part 
of the output of tinned pears, peaches, and apricots.^ There are 
three co-operatives in Victoria and one in South Australia as 
against fifteen proprietary enterprises. Of the 1927-28 pack, the 
co-operatives handled over 63 per cent and, together with the 
New South Wales state cannery, furnished 92 per cent of the 
export. From these figures it will be clear that the less remunera- 
tive trade has been left largely to the co-operatives. This is due 
to the fact that they confine their attention to fruit and have not 
built up a local goodwill after the manner of the private com- 
panies. 

In the meat industry co-operative enterprise is not very com- 
mon. For one thing, many of the graziers are men of sub- 
stance ; for another, large capital is required, so that many of 
the semi-co-operative concerns in New Zealand depended largely 
when they were formed upon the financial backing of land com- 
panies, banks, and stock and station firms. In that Dominion, 
out of a total of thirty-five works operating in the 1930-31 
season, eleven belonged to farmers* companies, though their 
financial organization and their method of operation were similar 
to those of the private firms.* The latter, indeed, as in Australia, 
handle the bulk of the meat that is exported. In Victoria, a 
co-operative freezing-works was established in 1911 at Murtoa 
and similar works at Ballarat, Bendigo, and Donald in 1920.* 
It was hoped, in view of the favourable conditions at the time, 
that the establishment of these inland works would prove of great 
benefit to producers, hitherto dependent upon private com- 
panies operating at Melbourne, Geelong, and Portland. These 
co-operatives were unable to weather the slump and were sub- 
sequently re-organized with state financial assistance as an 
amalgamated concern. Their difficulties were due in part to 
faulty marketing methods and to failure to establish efficient 

' See Report of the Development and Migration Commission on the 
Canned Fruits Industry. (Commonwealth Parliamentary Papers, 1929, 
Vol. II, p. 1595.) 

* In the N.Z. Statistics of Factory Production, 1928-29, only two meat- 
works are given under the heading “Co-operative and Miscellaneous.” 

•Victoria: Parliamentary Papers, 1927, Vol. II, p. i. Second (Final) 
Report of Royal Commission appointed to inquire into the Amalgamated 
Frcecing Co. 
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repres6ntation in London. Some of the works have now ceased 
to operate and the others operate under a state financial 
guarantee. 1 

Fresh fruits, such as apples and pears, are usually graded and 
packed by the growers themselves. In Tasmania, the principal 
apple-growing State, co-operation in fruit marketing has not 
made great progress. Orchardists have depended upon a local 
private concern for their shipping arrangements and upon London 
fruit brokers for marketing. Some stimulus was given to co- 
operative packing in 1918, when fourteen sheds were started 
following the appointment of a government officer to organize 
and standardize grading and packing. ‘ Recently, the South 
Australian Fruit Marketing Association was formed to organize 
the growing, packing, and marketing of fresh fruits and to furnish 
supplies of packing and other materials to growers. ^ This Asso- 
ciation had in 1929 a membership of 185 and was responsible for 
68 per cent of the apple exports. In New Zealand, though the 
export trade is largely a post-war development, organization is 
more complete. In 1916, the local associations of fruit-growers 
were combined into the New Zealand Fruit Growers' Federation, 
which includes fifty affiliated bodies. Central packing sheds are 
not general, but the Federation makes bulk purchases of spraying 
and packing materials on behalf of members and, until recently, 
arranged for the shipment of fruit. This work of shipment is 
now undertaken directly by the Fruit Board. For Australian 
vine dried fruits co-operative (as well as private) sheds exist in 
which fruit is processed and packed, its grading and preparation 
generally being supervised by the Australian Dried Fruits 
Association. 

Co-operative Marketing Through Central Associations. Con- 
siderable quantities of farm produce are disposed of both for local 
consumption and for export through central associations and at 
auction marts in which producers' co-operatives conduct sales. 
Fresh fruits, potatoes, onions, and the like are marketed in some 
Australian States either through or subject to the control of 

' Victoria : Freezing Works (Overdraft Guarantee) Act, 1932. 

* South Australia: Proceedings of Parliament and Papers, 1929, Vol. H 
Paper No. 43 — Report of Department of Agriculture, 1928-29, p. 44. 
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growers* associations. Egg circles are common, these collecting, 
grading, and packing for their members, and arranging for export 
where necessary to relieve the local market. In 1921, the New 
Zealand Co-operative Honey Producers' Association was formed 
to organize overseas marketing, but has since been dissolved, its 
work now being performed by an Export Board. A New Zealand 
Co-operative Pig Marketing Association has recently been formed, 
but its operations are not yet very extensive. A certain amount of- 
wool-broking is undertaken by co-operative concerns. In New 
Zealand, these are chiefly farmers* co-operative freezing-works, 
there being few co-operative concerns in Australasia that specialize 
in the handling of wool. The following figures indicate the share 
of the wool-broking business that fell to co-operatives of all kinds 
in the 1930-31 season^ — 


CO-OPERATIVE WOOL-BROKING COMPANIES 


Country 

Number 

Bales 

Handled 

Percentage of 
Total Sales 

Australia 

7 

391,637 

15*8 

New Zealand 

10 

75,290 

i 6-5 

Australasia . 

17 

466,927 

15*9 


Rural Co-operative Organization Societies. A special type of 
organization which has been evolved in recent years is the 
Agricultural Bureau. The bureau movement is found in Tas- 
mania and in New South Wales. In Tasmania, it was created as 
the result of a recommendation by the Commonwealth Develop- 
ment and Migration Commission. There is a State Council with 
District Councils, their function being to advise regarding the 
various sections of rural industry through special committees, 
and to foster agricultural co-operation by financial and other 
aids.* In New South Wales, the Agricultural Bureau (founded in 
1911) is the result of the efforts of the Department of Agricul- 
ture.* Its aim is to make the farming centres 'Tittle co-operative 
worlds in themselves, organizing social, technical, commercial, 

^ Compiled from information contained in Dalgety's Annual Wool 
Review, 1930-31. 

* Tasmania: Parliamentary Papers, Vol. Cl, 1929-30, Paper No. 12 — 
Report of Auditor-General, 1928-29, 

* See New South Wales Official Year Booh, 1928-29, p. 570. 
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farming, and buying and selling activities/* The movement is 
not very directly concerned, however, with marketing. 

Marketing Through Co-operative Distributing Companies. In 
some cases, a co-operative association controls only one factory 
and markets the output through a commercial agent ; in others, 
several factories may be under the one association, but employ the 
same marketing channel as the single unit. Recently, however, 
both in Australia and in New Zealand, the movement towards 
the amalgamation of co-operative associations has been gaining 
force and, in the former Dominion, the marketing of produce 
through co-operative selling organizations has long been in vogue. 
In 1919 and 1920, three large co-operative dairy companies in the 
Waikato district were amalgamated as the New Zealand Co- 
operative Dairy Co., which now handles one-quarter of the total 
dairy produce of the country. Similar amalgamations have been 
effected both before and since in Australia, the most important 
concern being the Norco Co-operative Ltd. of New South Wales, 
which controls one-third of the butter output of that State. 
Amalgamations have resulted in many economies and in a certain 
amount of integration by the establishment of subsidiary con- 
cerns for box-making, coal-mining, insurance, and the supply of 
fertilizers and of factory requisites. With the growth in size of 
the co-operatives, more and more attention has been devoted to 
the marketing side and special organizations for this purpose have 
been developed. These producers* distributing companies are 
in some cases the selling agencies of single large co-operatives ; in 
others, they undertake marketing work on behalf of affiliated 
associations and occasionally for individual producers. Even 
before the war, the three large Victorian co-operative societies 
arranged their own shipping, were represented in England by 
importing firms, and had each its own marketing supervisor in 
London. These societies continue to work in this way, in addition 
to having their own selling floors in Melbourne for the local 
trade, and their turnover has been as high as £ 4 ^ million per 
annum. In Queensland, there are two large co-operative dis- 
tributing companies, one dating back to 1905. They are mainly 
concerned with the local and export trade in dairy produce, but 
have also handled small quantities of fruit, honey, eggs, and 

17— (C.2X9) 
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vegetables. New South Wales has also two large wholesale co- 
operatives which deal with about 75 per cent of the dairy produce 
of the State. One of them, the Producers’ Distributing Society, 
has an annual turnover of about £5 million. South Australia 
and Western Australia have each one large co-operative marketing 
concern. Prior to 1914, there was little co-operation of any kind 
in the latter State. In that year, the central organization, 
Westralian Farmers Ltd., was formed and has since grown and 
flourished. This concern acts both as a marketing agency, 
especially for wheat, and as a supplier of farm and household 
requisites, fertilizers, etc. A large number of country co-opera- 
tives which are engaged mainly in the retail store and agency 
business are affiliated with the central body, as is also the South- 
Western Co-operative Dairy Products Co. In 1918, the Austra- 
lian Producers’ Co-operative Federation Pty. Ltd. was formed 
by twelve of the large producers’ distributing companies, having 
an aggregate annual turnover of about £30 million, and handling 
dairy produce, wheat, wool, and a small amount of meat. The 
object of this federation was to establish a collective marketing 
and buying agency in London and to link up with producers’ 
organizations in other parts of the British Empire. The outcome 
was the formation in London of the Overseas Farmers’ Co-opera- 
tive Federations Ltd., whose activities will be discussed later. 

In New Zealand, large-scale co-operative marketing was not 
developed until after the war. As far back as 1893, a National 
Dairy Association was formed for the North Island and also a 
South Island Dairy Association. These bodies, however, con- 
fined their attention to the shipping of produce and to the supply 
of goods and machinery required in manufacture. The two 
Associations continued to do much of the shipping work for the 
Dairy Board until recently, and they have now been reorganized 
as one body concerned only with the supply of requisites. Pro- 
posals were frequently put forward through these associations 
for a comprehensive marketing organization, but they were never 
brought to fruition. A visit by delegates from the English 
Co-operative Wholesale Society resulted, however, in the forma- 
tion of the New Zealand Producers’ Co-operative Marketing 
Association in 1920. About 100 co-operative dairy factories are 
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affiliated with the Association, which is represented in London by 
the New Zealand Produce Association Ltd. This concern com- 
prises the New Zealand Co-operative Marketing Association and 
the Co-operative Wholesale Society, each owning one-half of the 
share capital. The Produce Association has an office in Tooley 
Street and a stall on Smithfield. Its turnover in 1920-21 was 
about II million and in 1929 exceeded £2 million. The amount 
is not large in view of the total value of dairy produce exported 
annually and the Association does not appear to have received 
adequate support. The C.W.S. is not compelled to buy from the 
Produce Association, nor is the Association required to sell to the 
society, which may buy wherever prices are lowest. A somewhat 
similar marketing organization was formed by the New Zealand 
Co-operative Dairy Co., whose London agency is known as 
Amalgamated Dairies. Half of the share capital of the latter is 
owned by the co-operative and the remainder by two individuals, 
one of whom was until lately the managing director of the 
co-operative and the other the manager of Amalgamated Dairies. 
Recently, a move has been made to place this selling agency on a 
more truly co-operative basis. Amalgamated Dairies, which is 
prepared to handle consignments from any co-operative factory, 
sells produce through seven Tooley Street agents and also 
through a subsidiary, known as Empire Dairies. Amalgamated 
Dairies names the price at which the agents sell from day to 
day, audits their account sales, and receives daily returns of sales 
and of stocks on hand. An unsuccessful effort was made to bring 
the New Zealand Produce Association and Amalgamated Dairies 
together. The Association believed that it was being asked to 
concede too much and the C.W.S. was averse to becoming a part- 
ner in an organization that was not purely co-operative. 

The Co-operative Wheat Pools. The history of the Australian 
wheat pools down to the early post-war years has already been 
traced. Since then, voluntary pools have continued to function in 
Victoria, South Australia, and Western Australia, and one 
operated in New South Wales until the 1927-28 season and has 
since been revived. The persistence of pooling is perhaps remark- 
able in view of the unfavourable circumstances prevailing during 
the years when it was first resorted to. The post-war pools have 
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enjoyed advantages in certain respects. They had the benefit of 
state guarantees of their advances from banks, ^ and the co- 
operative which manages the pool in Western Australia was for 
four years the sole agent for the receipt and handling of wheat 
when compulsion was the rule. Furthermore, the pools took over 
certain existing organizations. The Victorian Wheat Growers’ 
Corporation Ltd., as the pool is designated in that State, absorbed 
a Melbourne and a London firm, thus acquiring its own selling 
subsidiary in the latter market. The South Australian Co- 
operative Wheat Pools Ltd. and the Co-operative Wheat Pool of 
Western Australia are both represented in London by the Over- 
seas Farmers, which charters freight and sells grain on their 
behalf. This London distributing co-operative had also taken 
over a merchant firm, so that the pools have secured the services 
of experienced traders in what was probably the wisest way. 
Though three of the pools operate through the same London 
agency, there is no common marketing policy, for all three 
Australian pools work independently. 

The pool organization is simple. For a number of years, there 
were no contracts with members, but South Australia in 1927 and 
Victoria in 1928 instituted this system and now each requires that 
a given percentage of the total crop in the State shall be con- 
tracted in advance to the pool, if it is to operate. Prior to this a 
grower might pool a part of his wheat and sell the remainder else- 
where, but he now contracts the w^hole of his wheat for a period of 
three years. In Victoria, only bona fide wheat-growers may take 
up shares in the pool, the minimum amount teing £10 and the 
maximum £200, and this pool draws wheat from such parts of 
South Australia and New South Wales as would normally market 
through Melbourne. In Western Australia, the pool has no capital 
stock and there is no contract, but growers are asked to sign 
promise forms before harvest.* The fact that the pool in this 
State is associated with vigorous central and local co-operatives 

' See Commonwealth Wheat Pool Advances Act, 1923; N.S.W. Volun- 
tary Wheat Pool Guarantee Act. 1924; S. Australian Voluntary Wheat 
Pool Agreement Katihcation Act, 1924 ; Victorian Wheat Growers* Cor- 
poration Act, 1921 : Victorian Wheat Growers* Corporation Ltd. (Govern- 
ment Guarantee) Act, 1925. 

* The trustees of the pool are elected by a Growers’ Council. See Wheat 
Pool Act, 1932. 
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and that local committees are active in the pool interest has done 
much to ensure its success. While it is true that the underlying 
spirit is more important than the contract, the existence of the 
latter enables the management to proceed with greater con- 
fidence. If the contract is irksome, or if it is often broken, that 
is evidence, not that the system is unsound, but that there is a 
want of zeal for co-operation. Since the 1924-25 season, the pool 
in Western Australia has been financed by the banking depart- 
ment of the English Co-operative Wholesale Society, the latter 
also providing advances to South Australia for a time. The 
pools in that State and in Victoria now use the Rural Credits 
Department of the Commonwealth Bank. In Western Australia, 
as for a time in New South Wales, wheat is also marketed 
co-operatively alongside the pool. The pool organization is a 
separate body, but works in close association with Westralian 
Farmers Ltd., which has a department trading in wheat in the 
same manner as the private merchants. The pool is protected by 
agreement from being prejudiced in any way by the fact that the 
management is the same in both cases ; there is even a gain to 
the pool, as it is credited with the natural increase in the weight 
of all the wheat which passes through the co-operative's hands. 
The wheat pool and Westralian Farmers are also joint owners of 
a subsidiary, Australian Out-turns Ltd., which superintends the 
discharge of the wheat they ship to the United Kingdom.^ 

The aim of the wheat pools is organized marketing. They are 
right in the view that the farmer does not know when to sell and 
that he has no means of knowing what the London parity is at 
any time.^ The average producer is, in fact, no more competent 
to determine whether he receives full value for his goods than is 
the average consumer able to judge whether he is getting value 
for his money. Both are supposed to be protected by the play 
of competitive forces, but these do not work freely, especially 
when one party is largely passive and has not access to the kind 

^ Westralian Farmers’ Gazette, 15/1/31. Out-turns of shipments else- 
where, e.g. India, are not superintended, wheat being sold on a government 
certificate as to weight and quality at the port of shipment. 

* E.g. in the 1930-31 season, many who had stored wheat in the hope of 
selling at a favourable time, found themselves at length obliged to refund 
part of the advance made to them, so much had the price fallen. 
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of information he needs to possess. The advocates of pooling 
believe that it is better for all growers to share in equal measure 
the gains and losses due to price fluctuations and that, if each 
ceases to fight for his own hand, the economic and social results 
will be improved. It has been argued against this that, over a 
series of years, competitive selling will achieve the same end, but 
this is not necessarily true, since an individual farmer may receive 
a relatively low or relatively high price season after season, 
according as he is fortunate or otherwise in judging the time 
to sell. 

Generally speaking, the Australian pools, unlike the Canadian, 
have made no attempt to pursue the fatal policy of holding up 
supplies.^ Even if they could secure control of the whole harvest, 
they would be unable to exercise any great influence upon prices, 
except when their particular wheat was in strong demand for 
special purposes such as blending. Yet the selling policy of the 
pools is not identical with that of the merchants. The former do 
not sell so freely when the market is weak and the price low and 
they are led to assume this risk because it is the total price that 
is important to them and not the margin, as in the case of the 
merchant. In this respect, the pools are probably doing what 
the individual farmer would himself be disposed to do, though 
with a greater prospect of success. 

Exact statistical information is available regarding the turn- 
over of the pools and the prices they have been able to secure for 
the farmer.2 It will readily be seen that Western Australia is 
the only State that can claim any large measure of success for 
co-operative selling. Since the initiation of the voluntary pool 
there and of the co-operative marketing system or warehousing 
scheme, the proportion of the marketable harvest handled by the 
co-operative organizations has never fallen below 57 per cent and 
has been as high as 77 per cent.® Since volume of business is the 

' Approximate wheat stocks in Australia on ist August in each year, 
1922 to 1930. were, in millions of bushels: 18; 28; 26; 23; 17: 23; 29; 

35- There has been some recent withholding of supplies owing partly 
to very low prices. 

• See tables on opposite page. 

• The percentages of the total marketable wheat harvested in the State 
handled under the co-operative merchanting scheme from and including 
1923-24 have been: 17; 23; 31 ; 12; ii ; 8; 15; 12. 
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1. Summary of Receivals by Pools, 1921-22 to 1933-34' 

Wheat Received (Bushels) and Percentage of Total Marketable Wheat 


Season 

N.S.W. 

Victoria 

S. Australia 

W. Australia 

1921-22 . 

22,784.329 

32,100,000 

7,842,788 

11,788,162 (a) 


58% 

78% 

36% 

96% 

1922-23 . 

11,650,523 

20,000,000 

10.072.Q09 

9.349,115 


48% 

66% 

44 % 

81% 

1923-24 . 

9,681,154 

18,500,000 

10,324.875 

7.278.833 


33% 

60% 

33% 

40% 

1924-25 . 

13,639,420 

15,124,792 

3.439,809 

9.300,000 


25% 

•34% 

12i% 

45% 

1925-26 . 

740,600 

3,618,026 

5.395.733 

6,000,000 


(6) 

(*«) 

w 

35% 

1926-27 . 

8,848,900 

20,000,000t 

8,951,024 

17.933.863 


25% 

50 %t 

30% 

65% 

1927-28 . 

1,042,123 

2,762,745 

5.075.571 

17,267,000 


5 % 

12% 

25% 

53% 

1928-29 . 

No Pool 

11,701,000 

10,124,108 

17,400,000 


— 

28% 

44 % 

58% 

1929-30 . 

No Pool 

9,835,000 

6,984,000 

16,003,459 


— 

55 % 

36% 

46% 

1930-31 • 

15,312,000 

31,006,000 

17,889,409 

24,146,000 


26% 

( 6 ) 

60% 

48% 

1931-32 . 

871,581 

16,550,000 

10,522,125 

15,220,211 


1-6% 

39 - 4 % 

24% 

42% 

1932-33 • 

415.240 

15.793.000 

7.075.370 

12,550,000 


0 - 5 % 

33 % 

19% 

34 % 

1933-34 • 

109,874 

6,637,290 

5.541.752 

12.433.152 


0 -2% 

15 - 6 % 

18% 

33 * 1 % 


(a) Compulsory pool. (6) Percentages not available, 
t Estimates for Victoria in 1926-27. 


II. Differences in Prices Paid for Wheat by Pools and 
Open Market (Pence per Bushel)* 

Note. The amounts entered under the headings “Pool” or “Open 
Market” (O.M.) are the differences in favour of one or the other, except 
in the case of Western Australia, where the actual average prices per 
bushel paid by each of the marketing groups are given. 


Season 

Victoria I 

S. Australia 

N.S.W. 

Western Australia 

Pool 

O.M. 

O.M. 

O.M. 

Pool 

West. Far.* 

O.M. 

1924-25 . 



x*6 

6-3 

3-75 

5/9-471 

5/10-978 

5 / 10-339 

1925-26 . 

— 

4-375 

3-2 

2*20 

5 / 8-497 

5 / 6-742 

5/6090 

1926-27 . 

I '22 


015 

I *08 

4/11-383 

4/9-737 

4 / 8-7 

1927-28 . 

— 

4*49 

1*29 

0*65 

4/10-586 

4/9-420 

4/10-3 

1928-29 . 

— 

2*32 

207 j 

— 

4/0-813 

4/2-6 

4/2-2 

1929-30 , 

— 

— 

— 

— 

3/7-163 

3/1-532 



♦ Westralian Fanners Ltd. 


' Source : Commonwealth Year Book and Trustees of the Wheat Pool of 
Western Australia. 

* From figures published by the Australian Wheat Merchants’ Associa- 
tion and by the pools. 
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essence of co-operative strength, these figures bear eloquent testi- 
mony to the triumph of the movement over the very great ob- 
stacles which beset it. In three seasons out of five the Western 
Australian pool, and in four out of five the wheat merchanting 
department of Westralian Farmers, paid better prices for wheat 
than the open market. The same degree of success has not 
attended the operations of the other pools, partly because the 
co-operative spirit has not been so strong in the States con- 
cerned, and partly because the management has not attained 
the same high standard of efficiency. The Western Australian 
pool recognizes that it must stand or fall by the results of its 
work and that it must prove in fact that the way of doing 
business which it practises is the better way. The existence of 
the pools may well act as a stimulus to efficiency in the mer- 
chants, but their real influence in this direction must be very 
slight, if their returns are far below those of the open market. 

Provided that they can secure the necessary support and that 
the management is sound, the pools have certain advantages. 
They can confidently book up in advance any cheap freight that 
may be offering and they secure to the farmer the full benefit of 
any increase in the natural weight of the wheat. In addition, a 
strong pool improves the grower's credit status. 

The threat to vested interests represented by the pool movement 
has naturally led to much propaganda against it. Even war-time 
experience has been held up as proof of the unsoundness of 
collective selling. It is boldly asserted, even by economists, that 
Australian wheat was sold then below world parity, as if that 
parity could have any meaning at a time when sufficient freight 
could probably not have been secured at any price had Australia 
been a neutral country. The pool is accused of being anxious to 
“rope in" as many growers as possible, the implication being 
that the latter are to be deluded for the advantage of some per- 
sons unspecified. The merchant is welcomed as “a positive 
embarrassment " to the pool and its promoters are condemned out 
of hand as urban theorists “unversed in the outlook of the 
farmer." This creation of Frankenstein has been successful in 
luring the producer into its toils only in Western Australia and 
closer acquaintance with the monster there appears to have 
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proved upon the whole agreeable. The anti-pool argument is, 
however, more generally based upon the alleged superior effi- 
ciency of the merchant and the special quality of the services 
he renders. 

In one respect, the private trader has a definite advantage to 
offer the farmer as compared with the pool. The former makes 
payment in full when the grower is ready to sell, a fact which 
may be of great importance in times of depression and for which 
some allowance must be made when comparing returns. In 
normal times, there is generally no rush to sell, however, and the 
farmer has all along been carrying stocks to some extent, just as 
the pool does, standing out of his money for many months. From 
this viewpoint, the delay in finalizing the pool accounts is not so 
serious a matter as might be supposed, for the merchant has 
never been prepared nor expected to take up the whole crop 
immediately upon terms which the growers would regard as 
satisfactory. 

The merchant in Australia is, in fact, not a merchant at all, 
but rather a species of commission agent with a rate of remunera- 
tion determined by his skill in bargaining. On his own admission 
he does not willingly risk owning wheat for as long as twenty-four 
hours, if he can help it. His main business is to buy better than 
he sells. He is not as much concerned as the producer is whether 
the price is high or low so long as the margin is satisfactory, and 
is largely an agent for buyers abroad, endeavouring to get wheat 
from the farmers on their behalf as cheaply as he can. It is 
quite probable that much of the advantage won from the farmer 
has gone to consumers, owing to the highly competitive nature of 
the grain trade, but this is no solace to the farmer and, in the long 
run, no advantage to the consumer. In so far as the merchant 
sells before he buys, he is usually endeavouring to undersell his 
competitors and the very fact that a sale has been recorded at a 
given price will pro tanto dissuade competitors from offering 
farmers more. On a rising market, this practice will not, of course, 
obtain, but in such a market almost anybody can take a profit. 

Too much weight should not be attached to the precise financial 
results attained by the alternative methods of marketing. 
Where the margin is consistently wide, it may be taken as definite 
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evidence of inefficiency, yet it is impossible to say what would 
have been the average net return to the farmer had the pools 
never existed. Pooling is, besides, a new device and during its 
early years, the longer-established methods are likely to yield a 
better monetary return. Whether the pools will survive will 
depend upon the extent to which farmers are convinced that 
speculative dealing is ultimately against their interests, and are 
prepared to make the sacrifices necessary to eliminate it. The 
pools have in fact been condemned for their unwillingness to 
shoulder risks and for their inability to engage in constructive 
speculation. With regard to the first, they bear as much risk as 
their merchant competitors, the risks borne by the latter being 
mainly in regard to movements in freight rates. As regards the 
second, the critics fail to take account of the fact that the pool 
is definitely opposed to those methods of trading which exclude 
the producer from any conscious control of marketing. There 
may be many who regard as beneficial the system under which a 
vast army of gamblers dabbles in commodities of which it knows 
nothing, is able to influence prices in the most irrational manner, 
and finally makes a present of its losses to the expert operator 
and to the consumer. The futures market may be an excellent 
institution for the merchant and miller, but the individual farmer 
enters it at his peril. 



CHAPTER V 

THE PROBLEM OF MAXIMIZING RETURNS TO PRODUCERS 

I. The Vulnerability of the Producer 
The risks involved in agricultural production are so considerable 
that it is unfortunate they have been aggravated in certain 
respects. What might be termed the "religion of development" 
has been an active economic force in new countries. For a cen- 
tury, a spirit, partly laudable and partly dangerous in its ten- 
dencies, has been manifest. Every extension of the area of settled 
land and every urge to further extension have been too often 
regarded as necessarily advantageous. While it is desirable that 
a new community should progress rapidly in wealth and amenities, 
the adoption of an uncritical attitude towards the method whereby 
that progress is to be effected and the circumstances by which it 
is conditioned may work much havoc. "Development" has, in 
fact, always been closely associated with opinion as to the pros- 
pective value of land. E. G. Wakefield's proposal for importing 
labourers in order to give value to land is an early and deplorable 
instance of the trend of thought. Again, periodical overborrowing 
for public works designed to promote rural enterprise has been a 
feature of the economic policy of Australasia, and has been the 
cause of many dark chapters in its history. At all times, indeed, 
a powerful section of the community has been interested in the 
maintenance of land values, and every influence that can assist 
has been used to further this aim. Even the "pioneering spirit" 
of the early days has been held up as a model for later generations, 
as if the pioneers had expressly settled the country in order that 
posterity and not themselves should benefit. Let the present 
age work as hard for as little (so the exhortation runs), and the 
world will be made safer for landowners, purveyors of credit, 
and lenders upon mortgage. 

Not only the pioneers, but many of their successors, have been 
baulked of the profits they anticipated from land. That it would 
rise in value has long been an article of faith in new countries. 
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Land has been brought into cultivation very often at a cost which 
would never have been incurred except for the prospect of a con- 
siderable appreciation in its value. From generation to genera- 
tion, farms have changed hands, not at a valuation determined 
by the prices of produce over a series of years, but upon terms 
that included a sum to cover prospective increments. Rising 
prices enabled farmers to rectify their financial position and the 
post-war boom afforded opportunities for profit-taking on an 
unprecedented scale. All along, rural development has been 
subsidized by unearned increment without which it would have 
proceeded much more slowly, and the value set upon land has 
tended to be prospective, rather than actual. There have been 
harmful reactions, too, upon farming practice arising from this 
semi-speculative attitude to land, for the average producer was 
careless about costing his operations and was inclined to regard 
unearned capital appreciation, rather than maximum current 
net profit, as the thing that mattered. Under the circumstances, 
the farmer was as unconcerned as his creditors about his solvency.^ 

The actual turnover of land has been nothing like so great as 
the foregoing discussion might suggest. Owners are not always 
able to make their price, nor are they all prepared to sell. Yet 
the strength of the urge to deal in land is evidenced by the great 
quantity that is continually under offer through public advertise- 
ment. The farmer in Australia and New Zealand is not alone in 
setting a high value upon his land. The French peasant, for 
example, probably values his a good deal higher, but he is thereby 
expressing his affection for the soil and not the profit he expects 
to secure by leaving it. 

The transfer of land at inflated values has been greatly assisted 
by the mortgage system. A loan for improvements secured by 
means of a mortgage is a very different thing from a mortgage 
debt created on paper as a means of facilitating sale. The latter 
is a device for rendering demand effective and is as potent a 
means of inflating values as an increase in the amount of currency 
devoted to land purchase. Freehold tenure, with little or no 

' *Tn the old days, we (i.e. the stock and station firms) never thought 
about securities, because the land was rising in value.” (Minutes of 
Evidence on N.Z. Rural Intermediate Credit BUI, 1927, p. 37.) 
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mortgage liability, enables the farmer to survive depression, but 
when a fixed interest burden has to be borne on a heavily mort- 
gaged property, he becomes peculiarly vulnerable. 

In view of all this, it is not surprising that every effort is made 
by interested parties to bolster up values. If the average farmer's 
estimate of his costs of production be examined, it will usually 
be found that a high capital value is assigned to the land and a 
high rate of interest charged against that value.^ The farmer 
fixes upon labour costs, rather than upon mortgage burdens as 
the cause of his difficulties,^ a perfectly natural course from his 
point of view. For, as Wakefield saw, the lower the current rate 
of wages, the higher the value of land is likely to be. The refusal 
to face facts is seen in proposals to relieve unemployment by 
settling men upon the land, rather than by turning them into 
some branch of secondary production. Aversion to the latter 
proceeding is to be ascribed at least in part to the fear that it 
would imply a want of confidence in the future of land values. 
Whatever the defects in marketing mechanism, it is certain that 
the force behind schemes of internal and external control has 
been largely generated by the desire to maintain the price of land.® 
Let values rise, let financial circumstances among farmers become 
easy once more, and we shall probably hear less of the faults of 
middlemen or of enormous post-farm profits. 

^ See, e.g. the evidence before the N.Z. Butter Prices Inquiry Committee 
(N.Z. Parliamentary Papers, I-i3, 1920). Cf. the remarks of the Hon. 
M. F. Troy (Western Australia) at the conference of State Ministers of 
Agriculture, Brisbane, 7/6/26 : “ Go down the north coast of New South 
Wales and they will tell you that the land is worth £yo to ;£ioo per acre 
and in the same breath they will say they cannot live on the butter 
industry.” The Victorian Royal Commission on the Dairy Industry 
stated (Report, p. 7) : “It is obvious that land. values are at present too 
high for dairy farmers to carry on successfully.” (Victoria Parliamentary 
Papers, 1928, Vol. II, p. 235.) It was even argued by the N.Z. manu- 
facturing interests before a recent Tariff Commission that the high cost 
of land for factory sites as compared with Great Britain was a reason for 
maintaining the tariff. 

* See Report of N.Z. Industrial Conference, 1928, passim. (N.Z. Parlia- 
mentary Papers, H~35, 1928). 

* Cf. “In fact it may be asserted that one of the keenest motives back 
of the present boom in agricultural co-operation in the United States is 
the desire to maintain the existing prices of farm land. There has never 
been any definite suggestion that it should benefit the hired man.” (E. G. 
Nourse — “The Economic Philosophy of Co-operation”: Amer. Econ. 
Review, 1922, p. 581. \ 
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It is not claimed, however, that inflated land values have con- 
stituted the only element in the farmer’s difficulties, nor that 
measures designed to diminish the severity of the latest onset of 
deflation have no justification. Yet it must be remembered that 
once the slump of 1920 had passed, prices of most products 
settled down for a decade upon a relatively favourable level and 
that, though there was no prospect of an upturn, farming profits 
were adequate for skilled farmers who had not bought land at 
the peak of values. 

2 . Stabilization 

A survey of agricultural history during the nineteenth century 
leaves no doubt whatever that changes in the general price level 
owing to monetary causes have constituted the greatest single 
factor in creating agricultural depression. It is therefore sur- 
prising that producers in Australasia, as indeed elsewhere, have 
not sought to ascribe their difficulties primarily to monetary 
factors. They have blamed rather foreign competition, ** black 
labour,” high wages, rates of interest, unscrupulous middlemen, 
and even unfeeling consumers^ for the shrinkage of their margins 
of profit, but never until lately the defects of monetary policy. 
Whatever their direct sufferings and the indirect effect of their 
losses upon other economic groups, it remains true that farmers, 
like most entrepreneurs, take up a somewhat illogical attitude. 
Rising prices seldom go high enough to content them,^ any 
attempt to limit a rise by government intervention is resented as 
unjust, and when the inevitable reaction sets in owing to increased 
output and the revolt of consumers, there are complaints that 
the producer is hardly done by. His ideal is security against a 
fall in price, but no other form of restriction; and hence the 
crucial question that must first be agreed is whether stability is 
really desired. A long period of depression or a sharp decline in 
prices over a short time may create a strong sentiment in favour 

^ The New South Wales Primary Producers* News has spoken more 
than once of British consumers being unwilling to pay a fair price for 
butter.” 

• See, e.g. E. M. H. Lloyd — Stabilization, p. 93, with reference to Cana- 
dian opposition to international control of foodstuffs and raw materials 
proposed in 1920 at the First Assembly of the League of Nations, when 
prices were at their peak. 
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of stabilization, but it is questionable whether that feeling would 
survive the first lifting of the clouds. In any case, those who have 
considerable resources at their disposal, whether actual producers 
or merely speculating investors, do not usually favour equilibrium, 
because they look to instability to drive out certain farmers, to 
furnish opportunities for extending their holdings at low cost, 
and to bring about fluctuations from which they are in a position 
to derive advantage. Even the small farmers are not generally 
in love with the idea of stabilization. It is true that in Australia 
the term acquired for a time a currency and popularity that have 
been characteristic of all ''blessed words,** but it has never been 
employed in its plain, literal meaning. What the Australian 
dairyman, for example, means by "stabilization** is the raising 
of prices to the highest possible level at all times. Enough has 
been said in the last preceding section to indicate that the farmer 
would probably be prepared to accept genuine stabilization only 
as a pis aller. While improvements in agricultural technique 
might increase returns under a regime of steady prices, that 
increase would not push up land values fast enough to make 
stability acceptable. The farmer is compelled in the nature of 
things to be something of a gambler and he would be loath to 
abandon the prospect of unearned increment in favour of assured 
present income. 

Given the desire for the elimination of price fluctuations in both 
directions, the problem of the technique of stabilization remains. 
It is clear that absolute stability is not capable df attainment and 
also that it implies an undesirable degree of rigidity. Agriculture 
having come in recent years more and more under those influences 
which induced so great an increase in manufacturing output, it 
is surely to be expected that prices of foodstuffs and raw materials 
will tend to fall. Yet any authoritarian plan which provided for 
such a contingency would be certain to be summarily rejected 
by producers.^ For them a sine qua non will be the maintenance 
of nominal prices at or above a given level, a condition which 
would imply rigidity, all the higher cost producers remaining in 

1 Schemes for state guaranteed prices or actual guarantees never 
contain any proviso that the state should share in the distribution of any 
returns exceeding the amount for which it has assumed liability. 
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the industry at the existing level of efficiency and all the low cost 
ones being thereby dissuaded from increasing theirs, unless no 
restriction of output is contemplated. Yet any scheme of price 
maintenance would be bound to have regard to output, since 
stability implies that the great majority of the producers are 
working at a profit, with an inherent tendency to increase that 
profit by extending the scope of their operations. Finally, no 
plan for stabilization could be confined to agriculture, which has 
no peculiar claims to security. 

Two other methods of diminishing the amplitude of price 
fluctuations are available. The first, which has already been 
widely practised, is the valorization device, involving control of 
price and output by the producers directly concerned. In Aus- 
tralasia, there has been no attempt to limit production, and any 
such limitation of the output of the more important exports 
would simply mean making a present to competitors in overseas 
markets as the U.S.A. has done to some extent by its cotton 
restriction scheme. The tendency has, in fact, been all in the 
opposite direction, with a call for greater and greater output to 
compensate for every fall in prices, as if high farming were in 
itself any remedy for depression. Under these circumstances, the 
maintenance of prices even within Australia has proved impos- 
sible. 

The monetary remedies for instability really lie outside the 
scope of agricultural policy. Yet the desirability of active 
measures to check deflation in the world at large is confirmed by 
the movements of prices over the last quarter of a century. 
Prices in primary markets for wheat, wool, dairy produce, and 
some kinds of meat are lower than this generation has ever known 
them,^ and in recent years have fallen at a rate which was bound 
to produce severe economic stresses. 

Judging from past experience, "price insurance" by means of 
trading in futures on the organized exchanges does not hold out 
any hope for the producer. Nor is there likely to be much gain 
from attempts at forecasting prices and production, nor from 
research into such matters as the elasticity of supply of different 

* A similar experience followed the Napoleonic Wars. SeeL. P. Adams — 
Agricultural Depression and Farm Relief in England, 1813-52. 
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commodities. These require that very degree of co-operation 
among farmers which schemes for direct stabilization have failed 
to secure. In any case, in a progressive community, the problem 
is really one of stabilizing returns as a whole rather than of main- 
taining a fixed price per unit of output and many will doubt 
whether even that can be achieved under a predominantly in- 
dividualistic and capitalistic regime. Meantime, the provision 
of more and more adequate information as to supplies and prices, 
actual and prospective, which is largely the result of the efforts 
of the marketing boards, may be regarded as the most hopeful 
method of eliminating the more irrational movements in markets 
and of bringing the farmer to realize that, if he is to achieve any 
measure of security, he must be prepared to adjust his individual 
policy in the interests of the group.^ 

3. The Spread Between Producers* and Consumers* 
Prices 

The central problem of marketing is to maximize the margin 
between costs and returns. Under a regime of deflation, it assumes 
two aspects. There is the lag which is set up in the rate of fall 
of prices at various stages of the marketing process and also 
the long-run problem of narrowing such profit margins as must 
always exist. The retailer is frequently aided by the consumer 
in his attempt to hold up prices, since the latter is prone to believe 
that a lower price means poorer quality and is unaware of the 
influences at work in primary and wholesale markets. Again, 
the extent to which the limiting of margins is within the control 
of producers varies as between commodities and is very slight 
in the case of those that require much preparation and elaboration 

^ Proposals for the stabilization of wool prices were again brought 
forward at the Empire Wool Conference at Melbourne, June, 193^- 
were rejected except that proposed by Sir John Higgins, which involved 
a system of price insurance and which was reserved for further considera- 
tion, but has since been rejected too. The Commonwealth Wool Inquiry 
Committee recently recommended a return to the early post-war practice 
of fixing minimum export values, but the recommendation was not adopted. 
The Chicago Mercantile Exchange deals in butter, eggs, and potato 
futures, but the system is designed, like wheat and wool futures, to aHord 
protection to traders rather than to producers. See Rules of the Chicago 
Mercantile Exchange, 17th February, 1931. Twenty-five commodities in 
the U.S.A. are said to be subject to future trading. See G. W. Hoffman — 
Future Trading upon Organized Commodity Markets in the United States. 

i8— (C.319) 
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before reaching the final consumer. Hence the cost of marketing, 
in the widest sense, may itself form as large a proportion of the 
final price as the cost of production bears to the farmer's gross 
return. Generally, it may be said that the nearer we get to the 
final consumer, the more expensive are the marketing services 
employed. The costs of retailing are usually the highest of all, 
and though the percentage of profit per unit at this stage varies 
considerably from trade to trade, the differences in returns upon 
capital are probably not very great when viewed in the light 
of the rate at which the turnover of goods of various kinds is 
effected.^ 

Such considerations as these require to be borne in mind by 
the producer and by the investigator. A careful study of the 
price-structure of a commodity ought to reveal the points at 
which margins are apparently excessive, and large “spreads" 
should either be explained or reduced. Yet the idea that any direct 
or forcible reduction can be effected is foolish, since this can be 
brought about as a rule only by the gradual re-organization and 
re-alignment of the forces at work in the market. It may well be, 
for example, that custom, having almost the power of combination, 
will make costs high at certain points, yet tradition is not likely 
to be destroyed by direct attack. 

The heavy costs of retail distribution are to be largely ascribed 
to the habits and tastes of consumers and to competition between 
retailers in the extension of services included in the price paid. 
The cost of these services is especially high in the case of retail 
food distribution and the consumer’s assumption that he is 
obtaining them for nothing is unfortunate. At least a part of the 
public expenditure which is incurred in the United Kingdom in 
an effort to direct consumption towards goods from particular 
sources might well be diverted to the education of the consumer. 
Upon his willingness to accept standardization, to pay cash, and 

^ See Committee on Industry and Trade — ** Further Factors in Indus- 
trial and Commercial Efficiency,” 1928, ^p. no, 114. The retailer's gross 
margin on sales in the woollen trade is ^ven as 33} per cent ; in groceries 
and provisions as from 13*5 per cent to 161 per cent. See also Neal — 
Retailing and the Public \ Braithwaite and Dobbs — Distribution of Con- 
sumable Goods, For ordinary retail trade the former gives 4 per cent as 
the usual margin on turnover for a progressive business ; the latter 3 per 
cent to 6 per cent according to the trade concerned. 
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to forgo the advantages implied in the phrase ‘‘families waited 
upon" depends very largely the extent to which retail margins 
can be cut. One hopeful sign is the recent successful development 
in British countries of the fixed prices, multiple-shop concern, 
offering a similar variety of goock at each branch and relying 
upon display rather than salesmanship. 

These broad considerations appear to indicate that there are 
possibilities of reducing costs in directions as yet little exploited. 
As to the margins which actually exist between producers* and 
consumers* prices, no detailed or comprehensive evidence is 
offered here, since investigation can only be of practical value 
when made directly for use in the trade concerned by those con- 
versant with all its ramifications and its day to day operations. 
Some attempt will, however, be made to suggest how far pro- 
ducers* complaints of excessive margins are justified. 

Graziers regularly complain that cheap wool does not mean 
cheap clothing. Manufacturers, on the other hand, when wool 
is dear, ascribe the high cost of the finished article to that fact ; 
and, when it is cheap, assert that the raw material forms a very 
small part of the cost, so that a substantial reduction in clothing 
prices cannot be made. Some years ago, the Graziers* Association 
of New South Wales took up this question and arrived at the 
conclusion that 7-1 lb. of greasy combing fleece, yielding 58 per 
cent clean scoured, were required to make a suit of clothes for 
the average man, the wool being worth los. qjd.^ The Com- 
mittee on Industry and Trade quoted the following figures of 
the distribution of costs in the wool textile industry^ — 

Raw Materials and Fixed Charges . . . 60% 

Wages . 25% to 30% 

Other Variable Charges ..... io% to 15% 

Whether we take the crude cost of the raw material or the per- 
centage quoted above, it is apparent that the wool itself does 
form an important item in the cost of clothing. What the graziers 
are probably thinking of is not the margins that normally prevail 
at each stage, but the lag in the fall in retail prices as compared 

^ See Dalgety’s Review, i 929 “ 30 - 

* Further Factors in Ind. and Com. Efficiency, p. 83. Quoted from 
article in The Times of 13/12/27. 
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with those in primary markets. For example, the average export 
value per lb. of Australian greasy wool was in 1914, 9*45d. and 
in 1929-30, 1 1 •3d., a rise of less than 20 per cent, whereas the 
increase in the retail price of clothing in the United Kingdom over 
July, 1914* ^ shown by the Ministry of Labour Gazette was in 
April, 1931, 100 per cent.^ It appears, however, that there are 
no steps which the wool-grower can take either to reduce the lag 
in the fall of retail prices or to attack margins of profit at the 
manufacturing and distributing stages. 

The wheat-grower is in a somewhat similar situation. It is 
notorious that the fall in grain prices in the first years of depres- 
sion was not accompanied by much movement in the prices of 
flour and bread. In fact, the costs and profits of milling, baking, 
and physical distribution may rise while grain prices are falling.*^ 
Between January, 1925, and March, 1931, the "spread" between 
c.i.f. wheat prices and the price of bread actually increased about 
50 per cent. A lag in the rate of fall of the latter price as com- 
pared with the former might be expected, but not a movement in 
the opposite direction. The milling and baking trades are, how- 
ever, powerfully organized and have eliminated competition to a 
very large extent. 

Butchers have commonly pleaded before commissions of in- 
quiry since the war that consumers’ tastes have changed, that 
poorer cuts are now difficult of sale, and that the lower prices 
they fetch are responsible for the level of meat prices being higher 
than it otherwise would be. It is not part of the present inquiry 
to discuss the technique of carcass cutting and the kind of 
evidence necessary to controvert the butchers’ case is not easily 
come by. However, the head of a large multiple-shop concern, 
quoting from the price register drawn up for the guidance of 
employees, shows that a 30 lb. New Zealand lamb cut up in 
one fashion yielded 8 lb. of inferior meat, and in another 6 lb.® 

' M.L. Gazette, April, 1931, p. 132. 

*See Documents prepared for the Conference of Wheat-exporting 
Countries, London, i8th to 23rd May, 1931. 

* Imported Pood Journal and Modern Meat Marketing, November, 1930, 
p. 29. The N.Z. Meat ]l^ard has supplied figures showing that, during 
April, 1934, the retail price in London of N.Z. lamb was from lod. to iid. 
per lb. for the better cuts, necks being 6d., breasts 3d., and fore-quarters 
yjd. Smithfield prices were from 6Jd. to yd. per lb. 
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A 32 lb. lamb was also reckoned to give only 6 lb. of coarse cuts. 
These were sold at about one-third to one-half the price of joints 
and at about 60 per cent to 70 per cent of the average wholesale 
cost of the carcass per lb. The figures suggest that the explanation 
of high meat prices is not to be found in the difficulty of disposing 
of the coarse cuts. This impression might not be confirmed by a 
similar analysis of the retail prices of beef and mutton, yet lamb 
is a far more expensive article and the cost of cutting and selling 
is probably at least as high as for other kinds of meat. 

More adequate information is available in regard to the margins 
prevailing in the dairy produce trade, since the price structure 
is in this case much more easily analysed, the product coming to 
market ready for consumption. The cost of the manufacture 
and marketing of butter is about 2d. per Ib.^ with a further 2d. 
to 3d. per lb. added for wholesaling and retailing. The retail 
profit varies somewhat according to the wholesale price, and as 
between the multiple shop and the provision department of the 
large store. The wholesale price may be at such a level as will 
yield a fraction more than 2d. or z^d. per lb. to the retailer, 
since butter is bought at shillings per cwt. and sold at pence 
per lb. Thus, if the wholesale price were 112s., the retail price 
would tend to be is. 3d., though the former price could rise 
about 5s. without reducing the margin of profit below 2jd. per 
lb. On the other hand, the wholesale price would require to fall 
to about 107s. in order to bring the retail price down to is. 2d. 
per lb. There are thus additional margins available which the 
astute trader can retain. Some, of course, cut their prices and are 
content with a margin of 2d. per lb., or even slightly less on 
occasion. Some allowance must be made, also for the fact that all 
the butter on sale in the shops was not bought at the average 
official current wholesale quotation. The comparisons between 
wholesale and retail price movements made by the New Zealand 
Dairy Board reveal a "spread" at times which is not necessitated 
by the normal profit requirements of the retail trade.* The retail 
price regularly fails to follow the wholesale price downward, 

' See, e.g., N.Z. Statistics of Factory Production ; also the accounts of 
individual dairy companies in Australia and New Zealand. 

* See the Annual Reports of the Board. 
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though it may not rise so rapidly when the latter recovers. In 
1928-29 the multiple-shop price was held for seven months at 
IS. lod. per lb., while the wholesale market fluctuated between 
176s. and i86s. per cwt., the average being about i8is. The 
wholesale price was, therefore, about is. per cwt. less than was 
required to provide the usual retail margin. The tendency to 
reckon profits in pence per lb. rather than as a percentage upon 
turnover seems to have no justification. During the recent severe 
decline in the prices of foodstuffs retailers in general appear to 
have won considerable gains, for turnover has been greatly 
increased and consumers have not always reaped the benefit 
of rapid adjustment of retail prices.^ 

4. Marketing Finance 

In the newer countries especially, little attention was given 
until after the war to the question of the provision of marketing 
credit. In Australia and New Zealand emphasis was laid rather 
upon the supply of credit for productive purposes such as capital 
outlay for the improvement of farms and for the erection of dairy 
factories, sugar mills, and the like. Governments necessarily 
played an important part in providing such funds, for the new 
countries lacked capital and its importation was most economically 
effected through the agency of the state. Short-term credit for 
the marketing of produce or to enable farmers to carry out their 
seasonal operations was more readily come by through the 
ordinary channels of trade. 

The advent of depression changed all this. As prices fell, the 
farmer's security diminished and the lender's nervousness 
increased. The producer's obligations on capital account became 
more burdensome, the cost of the things needful for seasonal 
activities remained relatively high, the price of credit rose, and 
the rate of advances against produce tended to decline. A very 
natural, yet inaccurate, impression gained ground that credit 
facilities were inadequate and that some addition to those already 
existing was required. That the credit status of the individual 

^ See the opinions of the Imperial Economic Committee on retail butter 
prices in its report on dairy produce, pp. 72-3. 
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farmer could be improved by his organization into associations 
did, indeed, come to be more widely realized, but the general 
belief was that a more direct solution of the problem could be 
found. New forms of short-term credit were devised in the United 
States, and New Zealand and Australia followed the lead 
thus given. The Commonwealth Bank set up a Rural Credits 
Department in 1925, which was authorized to make advances to 
producers* organizations for marketing purposes. Shortly after- 
wards, a Rural Intermediate Credit Board was appointed in New 
Zealand, although accommodation for short periods was already 
obtainable through the State Advances Department. These new 
developments resulted in part from political pressure exerted 
in the confident belief that they would assist in driving down the 
cost of credit. Yet the fact that the new facilities were not 
widely used in these Dominions goes to show that a cheaper alter- 
native source had not been discovered.^ ‘‘Intermediate credit,** 
in its various forms, had no magic to conjure with high interest 
rates and low advances. Ordinary lenders were able to grant 
the usual accommodation and the total volume of credit was 
adequate to ensure the orderly marketing of the produce. Indeed, 
the New Zealand Royal Commission on Rural Credits (1926) 
came to the conclusion that the existing short-term credit facilities 
were adequate. Influenced no doubt by its American experience, 
the Commission thought that further provision for advances 
against stored produce was necessary in order to regulate the 
flow of goods to market. Such provision might well have proved 
disastrous, however, had it rendered possible any large-scale 
holding movement. 

A great variety of sources of marketing credit exists in Aus- 
tralia and New Zealand. The Commonwealth Bank and the 
commercial banks in both Dominions play the major part, since 
they not only make advances at first hand, but also extend over- 

^ The experience in the U.S.A. was similar. See Minutes of Evidence 
on N.Z. Rural Intermediate Credit Bill, p. 9: *'In the U.S. only about 
II per cent of the farmers borrow from the Rural Credits Board. The 
bulk of them borrow as they have always borrowed.” The Chairman of 
the Commonwealth Bank Board stated in August, 1932, that a total of 
;£45,2 ii,i 24 had been advanced to wheat and other pools since the creation 
of the Rural Credits Department. The largest amount in any one year 
was ;i8,634,863. 



262 AUSTRALIAN AND NEW ZEALAND PRIMARY PRODUCTS 


drafts to concerns which are in more direct contact, as a rule, 
with individual producers, and which re-lend these overdrafts, 
along with some of their own capital. Such concerns include the 
stock and station firms, country storekeepers, merchants, wool- 
brokers, freezing and dairy companies. To some extent the supply 
of credit for seasonal purposes is bound up with marketing credit 
or, at least, gives lenders some control over the disposal of pro- 
duce. This fact, together with their knowledge of the credit- 
worthiness of the individual farmer, explains why the non- 
banking concerns are able to lend at comparatively low rates, 
adding perhaps only J per cent to i per cent to the rate at which 
they themselves may have borrowed. The making of an advance 
on chattels security over stock, say, frequently carries with it the 
right to determine the channel through which the animals shall 
be marketed, the lender receiving a commission from the freezing- 
works selected. Again, stock and station firms and storekeepers 
may advance to farmers at cut rates in the expectation that the 
latter will purchase supplies of them. In the same way, the 
turnover of wool-brokers and of wheat merchants depends largely 
on the amount of their advances.^ 

Once export produce changes hands, is consigned to a selling- 
agent, or is shipped, outside credit resources begin to be drawn 
upon, sometimes from funds provided by letters of credit and 
sometimes by the discounting of bills. It is not possible to trace 
out all the methods whereby the financing of produce is carried 
on, but a broad outline will be given for each of the more impor- 
tant commodities. 

Wool. The grower who disposes of his clip in Australia or New 
Zealand usually secures an advance against it on delivery to the 
broker, who is furnished with bank credit for the purpose. The 
terms of sale provide for payment by wool-buyers within fourteen 
days when the balance of the price is available to growers. This 
interval is necessary because buyers, as a rule, cannot operate 

^ The Australian pastoral companies had at 30th June, 1930, loans, 
investments, and advances of approximately £29 million outstanding. 
(D. B. Copland — “The Finance of Industry.*’ Annals of Amer. Acad, of 
Pol. and Soc. Sci., Nov., 1931, p. 97 ) A 1927 estimate of the advances 
made by stock and station firms in New Zealand was £20 million. (Minutes 
of Evidence on N.Z. Rural Intermediate Credit Bill, p. 35.) 
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upon their credits until the wool is shipped. When the grower 
consigns wool direct to London, it is advanced against (and often 
shipped, etc.) by a commercial bank or by a wool-broking firm 
having a merchanting house in London. On the arrival of the 
consignment, the bank or other concern takes up the documents 
and arranges for sale through a broker, collecting a commission 
of I per cent or more for its services. Credit for the wool-buyers 
who operate at the Dominion auctions is arranged by the mer- 
chant, top-maker, or manufacturer in the importing country. 
In England, these apply to their bankers for credits to be opened 
by mail or cable in buying centres in Australasia. As sales pro- 
ceed, the buyer draws bills on the London office of the bank for a 
percentage of the value of his purchases. The bills, with the ship- 
ping and other documents attached, are discounted by the bank 
in the selling centre at which the credit from England is estab- 
lished and the proceeds applied in payment of the wool. The 
importer must himself supply some of the purchase money, 
though the proportion will vary from firm to firm. The wool is 
hypothecated to the London bank until the importer takes up 
the bills of exchange. Wool is usually regarded as good security, 
but the policy of the banks themselves has, of course, much 
influence upon prices. Movements in the exchange rates are 
especially important in regard to wool-buying, any instability or 
threatened wide fluctuation having immediate effects upon busi- 
ness at the auctions and even holding up sales. 

Wheat. When the farmer sells his crop outright to a merchant, 
he can secure full payment at once. Alternatively, he can obtain 
an advance against wheat that he stores or contributes to a pool: 
The merchant is dependent upon local bank credit. The Western 
Australian pool's advances, etc., are financed by the banking 
department of the English Co-operative Wholesale Society, an 
arrangement which has the advantage of lessening the strain upon 
local credit resources.^ The other Australian wheat pools are 
financed through the Rural Credits Department of the Common- 
wealth Bank, which determines the amount to be issued to cover 

^ See T. G. Davies — A Brief History of the C.W.S. Bank, 1930. P- I9- 
The annual turnover of the bank is £275 million. It finances other co- 
operative enterprises in Australia and New Zealand to some extent. 
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the first advance and expenses. Once wheat is shipped, bills are 
drawn on the London houses or brokers of the merchants operating 
in Australia and discounted with the local banks. 

Dairy Produce. The farmer receives payment in the form of 
monthly pay-outs from factories, the amount being based upon 
the actual or anticipated realizations. At the end of the season, 
a bonus is usually paid in addition. After produce has been 
manufactured, a dairy company may secure an advance from a 
bank pending shipment in order to pay its suppliers. Such over- 
drafts are not required when sale has been effected f .o.b. or arrange- 
ments made to consign the produce to a commission agent in 
London. In the former case the factory may be paid as soon as 
the produce is received into the government grading-store pre- 
paratory to shipment. The buyer^s agent in Australia or New 
Zealand is provided with funds for this purpose by means of an 
Importer's Letter of Credit arranged in London on a Dominion 
bank. The agent draws a draft in turn upon his English principal 
when the produce is on board. London commission agents ad- 
vance in much the same way, through their representatives in the 
exporting countries, against butter and cheese consigned to them 
for sale. The amount is usually 80 per cent of the estimated selling 
value. 

The dependence of dairy companies upon commission agents 
for advances has been held to be undesirable.^ There is nothing, 
however, in the way of a ''tie," as a factory is not in the position 
of a borrower whose security has shrunk in value and who must 
continue perforce to resort to the same source of credit. Besides, 
alternative credit facilities are available. In introducing the 
Commonwealth Bank (Rural Credits) Bill in 1925, the Treasurer 
said that it aimed at giving the organized producer freedom to 
control his produce himself during the whole of its distribution. 
Yet the prior-existing facilities appear to be preferred and even 
the New Zealand Dairy Board left the financing of sales to the 
commission agents during the period when it controlled the 
marketing of produce. 

Meat. As a rule, the grazier sells his stock outright in Australia 

^ See Report of Imperial Economic Committee on Dairy Produce, 
p. 62. 
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and New 2 ^aland and takes payment at once from the works or 
export buyer. If the farmer consigns his meat, either through a 
works' pool or independently, he can get an advance of a pro- 
portion of the value while it is awaiting shipment. Advances on 
similar terms are made by banks to works and other operators 
against store warrants when the meat is ready for export and 
further amounts become available when it is shipped. For the 
latter purpose, bills are drawn on the works' London house or 
agent. Where sales have been effected f.o.b. or c.i.f., the drafts 
may be drawn directly on the buyer in London. 

5. Authoritarian Intervention 
The Pre-depression Period. The fact that entrepreneurs in 
Australia and New Zealand, and especially agriculturists, have 
for long looked to the State to assist their undertakings has already 
been noted. The relatively favourable terms of trade made it 
possible not only to extend farm operations with advantage but 
also to develop secondary industries under the shelter of a tariff 
without adding unduly to costs. With the advent of lower prices 
after 1920, however, the enthusiasm for diversifying production 
by protecting secondary industries was somewhat diminished by 
the realization of the burdens that might thereby be placed upon 
the export trades. More recently, therefore, certain rural indus- 
tries, especially in Australia, have learned the trick of using the 
tariff to subsidize their surplus output, since it was clear that any 
attack upon costs by a reduction of the protection to manu- 
factures was impracticable. Accordingly, a stage has almost been 
reached, both in industry and in agriculture, at which “every- 
body has won'' and “all must have prizes." Yet even before 
Australian primary producers began to exploit the tariff on any 
considerable scale, they were themselves receiving much direct 
and indirect aid from the State. Hence the margin between the 
cost of protecting manufactures and the total assistance of all 
kinds to rural industry was shrinking. A rough estimate set the 
value of the tariff to secondary industries at £26 millions. Primary 
production (including mining) received about £22 millions, made 
up of £12 millions from subsidized railways, development expen- 
diture, etc., £7 millions from protection to butter and sugar, and 
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£3 millions from other protected farm products.' The total might 
well have been put much higher, if every kind of service rendered 
to agriculture at the public expense had been included. 

The subsidies involved in maintaining the output of sugar, 
butter, and dried fruits are particularly onerous. For not only 
must the local consumer subsidize that part of the production 
which is disposed of at home ; he is also required to cover the 
loss involved in dumping surpluses abroad.® This is perfectly 
clear from the fact that the average price over the whole output 
may be taken as the payable price and yet the local consumer 
must pay more than that in order that the surplus may be profit- 
ably carried off. Thus a deliberate attempt is made to maintain 
uneconomical excess production at the expense of the community 
at large. 

This last consideration reveals how hollow most of the devices 
for direct and indirect subsidies are. Tariffs, bounties, and sub- 
sidies all depended upon the prosperity of the staple trades, and 
after the prices of wheat and wool fell, the foundations of the 
tariff wall were undermined. Besides, farmers have probably 
not reaped the full benefit of protection to primary products, 
since middlemen are apt to secure more than normal profits when 
the trades are protected.® Butter distributors in Australia were 
not averse to the increase in the tariff against the New Zealand 
product, since the possibility of augmenting supplies from that 
quarter made the risks involved in the trade greater. Similarly, 
the refining and distribution of sugar has fallen into the hands of 
an almost complete monopoly under conditions that ensure at 
least normal profits without risk. 

Both in Australia and in New Zealand primary producers were 


‘ For the estimates cited, see Report of Commonwealth Royal Com- 
mission on the Constitution, 1929, Minutes of Evidence, Part 3, 1.1700; 
The Australian Tariff, an Economic Inquiry : Studies in Australian Affairs, 
1928, p. 84; J. B. Brigden — Escape to Prosperity, 1930, pp. 44-5. 

* For an excellent analysis of this matter, see Economic Record, Marketing 
Supplement, 1928, p. 148: “Some Costs of Marketing Control,*’ by L. F. 
Giblin. Also an article by the same writer on “The Tariff — Its Costs and 
Effects.** in Annals of Amer. Acad, of Pol. and Soc. Sci., Nov., 1931, p.119. 

• Cf. E. G. Nourse — American Agriculture and the European Market, 
p. 83: “Any increase in prices (resulting from a tariff) seems to come to 
the producer in a diluted form and to reach the consumer as a magnified 
burden on his cost of living.** 
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receiving before 1930 more assistance from the State than they 
would generally have been willing to admit. In the latter country, 
the leading export industries are not in a position to make a 
tariff effective, but protection covers a number of minor products 
consumed at home. The New Zealand wheat duties are even held 
to be of benefit to the export trades, since it is argued that with- 
out them more fat lambs would be exported and this would depress 
prices. 

Crisis Policies. The onset of the present depression has led to 
authoritarian intervention upon an altogether unprecedented 
scale. Whether all the measures taken have been either wise or 
necessary will probably remain an open question, but it seems 
clear enough that their effects will not be merely temporary and 
that they are of such a nature as to involve fundamental changes 
in the character and control of economic enterprise. 

Additional subsidies of various kinds were felt to be essential 
in order to save the agricultural situation from deterioration and 
chaos. Proposals for relief to wool-growers in Australia by way of 
a bounty or loan were rejected by the Commonwealth Wool 
Inquiry Committee, but concessions in railway freights were 
made. A variety of efforts to assist wheat-growers, including 
taxes on flour and bounties, led to a recommendation by the 
Royal Commission on the Wheat Industry that a home consump- 
tion price be established for wheat as for butter and sugar. The 
amount of assistance stated to be necessary was set at £4 million 
per annum. Financial assistance has been given in many direc- 
tions in order to enable producers to carry out their seasonal 
operations, since their credit with private concerns was in many 
cases exhausted. It is not possible, nor would it at the moment be 
useful, to estimate the total value of the relief granted in this 
way, but it has constituted a very considerable drain upon the 
national finances. 

Adjustment of Costs and Debts by Legislation. Apart from these 
emergency measures, attempts have been made by legislation 
to break down economic rigidities and bring about some adjust- 
ment of farm costs. Compulsory reductions in the rate of interest 
upon existing mortgages and in wage rates were effected. In 
addition, certain changes were made in the incidence of taxation 
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and rural councils received in many cases a subsidy to enable 
them to reduce rates or cover the losses due to their inability to 
collect them in full. All this left the problem of the capital 
indebtedness of farmers untouched. Many of them had assumed 
liabilities upon mortgage which it was now impossible for them to 
discharge. In the ordinary course of events, they might have 
been forced into bankruptcy and large amounts of land might 
have been thrown upon the market. Governments, therefore, 
sought some alternative to bankruptcy and found it in Mort- 
gagors Relief Acts. These measures give authority to ad hoc 
bodies to wipe out arrears of interest and reduce current payments 
and to take away from the mortgagee the power to exercise his 
right of sale. In New Zealand, by the Rural Mortgagors Final 
Adjustment Act, 1934-35, mortgagors may retain possession for 
a period of five years, if they choose to come under the Act. 
Whether it was really necessary to employ these measures is a 
question to which no clear answer can be given. The New 
Zealand Dairy Industry Commission observed^ that *'the legis- 
lation was undoubtedly necessary to prevent panic deflation of 
land- values and the dispossessing of many farmers whose position 
was basically sound, but who were for the time being unable to 
meet their obligations in full.'* There are, however, reasons for 
thinking that the legislation was not so necessary as is supposed. 
Some form of moratorium combined with financial assistance for 
seasonal operations would have given a breathing space in which 
to take stock of the whole situation and concert less rough and 
ready measures for meeting it.^ The likelihood of ‘'panic" 
deflation of land values was not so great as has been imagined 
and in any case the effect upon the investment structure was 
probably the most important aspect of the problem. It is true 
that large amounts had been lent upon mortgage by life in- 

^ Report, p. 55 (N.Z. Parliamentary Papers, 1934, H-30). 

* The situation could also have been eased by the abrogation of the 
personal covenant in mortgage agreements, whereby the other estate of 
the mortgagor is liable to be levied upon, if the mortgaged land fails to 
realize the amount of the mortgage. The existence of the personal covenant 
has no doubt done much to prevent the liquidation of capital debt, since 
mortgagors might have lost their all had they forced on lower valuations 
of land by abandoning their properties. The personal covenants were 
abrogated in New South Wales. 



MAXIMIZING RETURNS TO PRODUCERS 


269 

surance concerns, savings banks, and the like, but the margin was 
in general sufficient to maintain the value of the investments in 
the long run. In the all too numerous cases in which mortgages 
had been created in order to effect sales of land at inflated values, 
the depression should have furnished the occasion for a sharp, 
undoubtedly painful, but altogether necessary, cleansing. The 
fact that the farmer's equity would by this process have been 
reduced or extinguished, and that an adequate fall in land values 
would have been intolerable to the rural community and to many 
private investors seems to furnish the real reason for the con- 
fiscatory legislation that was enacted. In other words, the 
measures were taken upon grounds of political expediency, rather 
than economic wisdom. The possibility of wholesale disposses- 
sion, interruption of production, and general chaos was no doubt 
exaggerated with a view to securing many individuals from the 
adverse effects of the operation of agreements to which they had 
voluntarily set their hands. It is not certain that mortgagees 
would have intervened, for it is as a rule to their own advantage 
to see that the mortgagor, if he is reasonably efficient, remains 
upon the farm and keeps it in order. The fact that in many cases 
voluntary adjustments were effected without recourse to the 
statutory protection shows that the panic fears of some economists, 
politicians, and farmers were not altogether justified. It is, 
however, sometimes asserted that these voluntary adjustments 
would not have been so readily effected had the mortgagors not 
been in a position to take their cases before the statutory bodies 
for adjudication. The evidence upon which to base any con- 
sidered judgment is not, of course, available, but independent 
investigation in individual instances goes to show that, as usual, 
the greatest benefit has not always accrued to the most deserving 
and that many mortgagees, dependent wholly or partly upon 
interest payments, have been harshly treated. The general result 
has been to render investment upon the security of land unattrac- 
tive and to import into the rurd mortgage structure a degree of 
rigidity which bodes ill for the future.^ 

‘The N.Z. Rural Mortgagors Final Adjustment Act, I934”35 is "to 
enable the excessive liabilities of farmer mortgagors to be adjusted to a 
level which is within their capacity to meet them and thereby to retain 
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No doubt the realization of this fact lies behind the recent 
endeavour to set a term to the abrogation of mortgage contracts 
and to take the whole mortgage question, if possible, out of 
politics, where it must continue to embarrass governments. In 
New Zealand, a Mortgage Finance Corporation, a semi-public 
organization, has been established to that end. It has taken over 
all mortgages to the Crown and is indemnified against loss in 
respect of these.^ The chief object of the Corporation is to impart 
some degree of liquidity to the mass of mortgage indebtedness. 
It is empowered to raise funds by the sale of bonds and to use 
these funds, as well as its share capital, to re-finance mortgagors. 
The Corporation will advance only up to two-thirds of the value 
of the security as determined by the management, but it may 
re-finance existing mortgages up to four-fifths of this value, sub- 
ject to a guarantee by the state against any loss on the excess 
over two-thirds. It seems clear that the Corporation can succeed 
in its object only to the extent that mortgagees are willing to cut 
their losses and to accept through the mortgagor, who will then 
be liable to it, such sum as the Corporation may be willing to 
advance. Should the Corporation fail to achieve its purpose, the 
mortgage question will return to the political arena, if, indeed, it 
has been effectually removed from it. 

Exchange Devaluation. The exchange policy pursued in con- 
junction with the measures just outlined has occasioned popular, 
as well as expert, controversy. It may be said that enthusiasm 

efficient farmers in the use and occupation of their farms. In making such 
adjustments due regard will be had to the relative hardship on mortgagors 
and their creditors.*’ The Act is composed mainly of question-begging 
phrases (e.g. what is an “efficient” farmer?) which it is left to the Adjust- 
ment Commissions and the Court of Review to interpret. At the end of 
five years, the productive value of the land is to be ascertained on the 
basis of the net average annual income derived during the period. (H^nce 
a farmer should see that he is not too “efficient.”) If the value is less than 
the mortgage liability, that liability is reduced to the amount of the 
valuation. The rural mortgagor is thus given a degree of security vouch- 
safed to no other member of the community. It may be added that it was 
at first proposed to give mortgagors at the end of the term a 20 per cent 
equity in their properties, whatever the losses to their creditors. The 
proposal, which was wisely dropped, indicates the temper behind all the 
mortgage legislation. 

^ This step abolished the State Advances Department which was for 
long able to lend at low rates to settlers and workers because, as a State 
institution, it was able to borrow cheaply. 



MAXIMIZING RETURNS TO PRODUCERS 


271 


for devaluation has diminished among its original advocates, 
though it is still supported in official circles. The exchange policy 
was more logical and consistent in Australia than in New Zealand, 
where at least three major blunders were perpetrated. The prob- 
lems involved bristle with technical and practical difficulties. It 
is clear enough that in the face of a deteriorating external trade 
and banking situation both Dominions had to allow the ex- 
changes to depreciate. What is not so clear is the rate which in 
practice is appropriate and the reactions that a vigorous policy of 
devaluation may provoke, both internally and externally. In 
New Zealand, the first move was to prevent the exchange from 
depreciating; then, in response largely to political pressure, a 
major act of devaluation was effected before the necessary central 
bank mechanism had been created. In the result, the devaluation 
had to be financed for the time by Treasury Bills which returned 
to the trading banks a comfortable 5 per cent interest, a rate that 
was under the circumstances grossly excessive. But far worse 
than this clumsy proceeding is the fact that, in both Dominions, 
exchange policy has become largely a political matter. Among 
the rural community and many of their creditors, depreciation, 
if only it could be carried far enough, was thought to offer an 
easy road back to solvency. Much of the nominal advantage must, 
in fact, have passed to the creditors, including the banks and the 
stock and station firms, and there is evidence that it has not been 
widely diffused. As to whether the effects of the depreciation were 
deflationary or not, the authorities are not agreed. The factors 
at work in the world at large are so complex that it is not possible 
to assign a price change with certainty to any one.^ It has been 
asserted, for example, that the break in dairy produce prices was 
due, not to competitive devaluation between the Dominions and 
Denmark, but to increasing production and concentration upon 
the British market. Yet the increased production was, in part 
at least, assisted by the exchange premium, for most of the 
increase in the output took place on existing dairy farms and 
relatively little resulted from the extension of dairying to other 

^ In his speech at the annual meeting in June, i 933 . the Chairman of 
the Bank of New Zealand suggested that depreciation of the exchange 
had caused wool-buyers to reduce their limits. 

19— (C.219) 



272 AUSTRALIAN AND NEW ZEALAND PRIMARY PRODUCTS 


farms as a means of furnishing a monthly cash income,t The pro’ 
tective effect of a depreciating exchange should not be lost 
sight of either. Secondary industries have tended to gain and 
many articles are now imported into New Zealand from Australia 
that were formerly purchased from Britain. This result has raised 
the question as to whether the Ottawa agreements have been 
sincerely implemented at a time when competition for a larger 
share of the British market for primary products is intense, Upon 
the whole it may be said that our knowledge of exchange manage- 
ment under present conditions is too inadequate to support the 
extravagant claims made for it. Expert opinion in Australia 
and New Zealand has been to the effect that it would bring the 
external trade and banking situation into equilibrium, solve the 
rural problem, enable the budgets to be balanced, increase the 
real national income, decrease the real burden of the internal 
debt while leaving that of the external debt unaffected, diminish 
unemployment, and so on. The harmful consequences of the 
exchange policy have tended to be slurred over. In the end it will 
probably be found that, in the words of Mr. R, L. O’Brien, chair- 
man of the United States Tariff Commission, “whatever export 
advantages a depreciated currency gave that were not illusory 
were temporary, and whatever advantages were not temporary 
were illusory.” 

Eiqiert Opinion. A large measure of responsibility for the 
policy of authoritarian adjustment lies with those academic 
economists who proffered advice to the Pominion governments. 
They proposed, in the recommendations they submitted, what 
may be described as a typically neo-capitalist solution.* In 
other words, bankruptcy and the lapse of time, which had for- 
merly been relied upon to procure adjustments, were to be super- 
seded by direct breach of contract, required or condoned by law. 
The most remarkable feature of the reports is the exceedingly 
confident tone of their authors. One could wish that, like the 

• Sea E. J. Fawcett— "The Size and Distribution of Dairy Herds in 

New Zealand.*’ Journal of Agriculture, May, 1935.) 

• See Report of Committee Appointed by the Commonwealth Govern- 
ment, March, 1932, and review of this in Economic Record by Prof. D. B. 
Copland i Report of the £conomic Committee (N.Z. Parliamentary Papers, 
^3i 1932 ); “The New Zealand Economic Problem*' {Economic Record 
May. 1932) by Profs. A. G. B. Fisher and P. B. Copland, 
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magicians and astrologers called in by Nebuchadnezzar, they had 
confessed their impotence. For* in that case, what was, and is* 
far more a political than an economic problem would have been 
left to the governments concerned and to the subsequent judg- 
ment of the electors. The popular view that, in the economic 
sphere at least, there is no such thing as expert opinion” has 
received much justification, more especially because the govern- 
ments were not prepared to listen to opposing views and because 
their political aims were more or less in line with the submissions 
of the economists. 

The problem, according to the experts, was to bridge the 
“gap” between export prices and farm expenditure, to bring 
costs into a profitable relationship with prices. So far as it goes, 
few will disagree with the diagnosis, though it is not really pro- 
found. What is less certain is how the required adjustment should 
have been procured. By a combination of reduced real wages, 
exchange manipulation* economy in public expenditure and 
“cuts*’ in rates of interest and in rents, a nicely balanced re- 
adjustment was believed to be possible. The economists unfor- 
tunately happened upon the phrase “equality of sacrifice,** as 
the basis upon which the reductions were to be effected. This 
phrase Was later explained as meaning that no one should be 
made better off than before the depression. Yet even if such an 
idea could be implemented (and it is plain that it could not), 
justice would seem to require some prior equality of opportunity. 
The great mass of the population had no responsibility for, nor 
control over, the economic policies of banks, middlemen* farmers, 
exporters, and manufacturers ; yet they were to have the error 
of these policies visited upon them, not as hitherto in varying 
degree according to individual circumstances and perhaps not at 
all* but uniformly by law. How trashy the detailed recommenda- 
tions of the economists were can readily be shown. Their reliance 
Upon index-numbers, which are but broad indicators of tendency 
and which conceal a host of qualitative and other factors, must 
strike the statistician as remarkable. The bearing of improve- 
ments in agricultural technique and of the tendency to autarchy 
upon prices was not distinguished from the purely deflationary or 
monetary aspect* Monetary manipulation is not the appropriate 
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mechanism for adjusting the first two factors (which are 
non-monetary), if the economic advantage of the community as 
a whole, and not of a particular section, is sought. Again, it 
seems crude to argue that if the national income falls by lo per 
cent, a flat-rate ‘‘cut" in wages of the same amount must neces- 
sarily follow ; and it might not be amiss to add that while a general 
fall in wage rates has been more than once decreed since the war, 
the process is never reversed. The flat-rate “cut" in rent and 
interest rates was equally illogical, for it assumed that, at the 
time it was imposed, an equilibrium prevailed under which each 
landlord and investor was already securing the maximum pos- 
sible. But what is most amazing perhaps was the discovery of 
the exact percentages which would save the situation. The econo- 
mists, in fact, became involved in as many contradictions as the 
economic system which they proposed, like some horologer, to 
set working again. 

Conclusions. These criticisms may appear to be invalidated 
by the measure of “recovery" that has been achieved. But this 
has been largely an accounting phenomenon and has not meant 
an increase in welfare for the mass. Rather there has been a sort 
of stabilization of poverty and some of the gain in “confidence" 
is no more than habituation to the spectacle of large-scale un- 
employment. The proportion of indirect to direct taxation has 
increased and the burden of unemployment relief taxation has 
fallen largely upon the lower income groups. In New Zealand, 
for example, a flat-rate unemployment tax of 5 per cent on 
practically all incomes yielded, in 1934-35, million, out of a 
total taxation of approximately ;f24j million and far exceeded the 
total collection of income-tax. Total taxation, of which 60 per 
cent is accounted for by indirect taxes (including sales tax) and 
unemployment tax, is the highest ever recorded, and the burden 
per head was exceeded only in 1920-21. Against this, the 
imports of motor vehicles tripled between 1934 and 1935 and 
imports of other luxury goods have increased in volume. Simul- 
taneously balances pile up in London. All this suggests that the 
main tendency, if not the aim, of authoritarian adjustment has 
been to minimize the dislocations in those economic activities 
which furnish the basis for the operations of various types of 
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middlemen, including the purveyors of short-term, working credit. 
For them, the economic system is an instrument upon which to 
work out their profiteering harmonies, if possible in a major key ; 
for the phrase farming the farmer*' is no mere demagogic 
utterance. 

The insistence upon the traditional remedy of restoring profits 
at the expense of the lower income groups shows little real con- 
sideration for the farmer in the long run, because under existing 
circumstances there is not likely to result an increase in total 
purchasing-power owing to increased employment. The banking 
returns, and especially the statements of London balances, reveal 
that there is an excess of capital in relation to productive oppor- 
tunities and under such conditions an attack upon working-class 
standards of living merely accentuates maldistribution of income 
and worsens the economic situation as a whole.^ In any case, in 
the modern world, the expansion of enterprise takes place along 
with expanding consumption and a reduction in real wages helps 
to check that writing-down of capital values which the crisis 
has shown to be necessary. Cheap land will, in fact, do more to 
cause profit to emerge than will a compulsory reduction in labour 
costs. Yet it is not unreasonable to suggest that one of the major 
aims of the recovery programmes has been, by the ruthless adjust- 
ment of costs elsewhere and the transfer of burdens to the mass, to 
prevent the necessary fall in capital values. Nor has any attempt 
been made to attack the problem of costs from the side of tariff 
reductions. It is true, of course, that, over a short period and in 
circumstances such as have recently prevailed, protectionist 
measures may have the effect of increasing the total amount of 
employment. But this has clearly been a secondary consideration. 

The great difficulty in arguing against all these neo-capitalist 
measures is that those who oppose them appear to be doing nothing 
about what is generally regarded as a dangerous and urgent 
situation. Yet the effects of authoritarian intervention— the 
use of political power to protect producers — furnish an excellent 
argument for laisser faire. For the policies which have just been 
considered, far from breaking down economic rigidities and re- 
storing flexibility to the system, merely substitute other rigidities 
^ On this, see H. G. Moulton — The Formation of Capital. 
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that are far more difficult to deal with. The fact is that the 
economic system is getting dangerously muddled. There is to be 
private enterprise and private profit, but any losses are to be 
borne by the whole community through taxation and monetary 
manipulation, or by special sections of it by breach of contract 
as and when required. The weakness of all confiscatory class 
legislation in times of crisis is that, if it is to be tolerated at all, 
it must be accompanied by a promise of never again,** for other- 
wise economic activity will be perilously slowed down. Then, if 
the crisis does not pass, governments are in a worse quandary 
than ever. There is, indeed, little evidence as yet that recovery of 
the pre-1929 order can be achieved and there is no sign, as there 
must be if private enterprise is to survive, that authoritarian 
intervention, with all its protective and subsidy devices, is making 
itself superfluous. For subsidies fail of their purpose if they do 
not become unnecessary. It is idle to talk of a **just** price or 
what a producer “needs.** That is merely a quaint mixture of 
medievalism and communism and a futile attempt to combine 
capitalistic production with authoritarian distribution. 

The general effect of all this discussion is to show that however 
beneficial crisis policies may have been to middlemen and how- 
ever much they may have done to make the national accounts 
look better, they have done little or nothing to solve the farm 
problem. Governments have staked everything upon a recovery 
in the terms of trade simultaneously with some permanent but 
minor adjustments in debts and capital values and some gains in 
efficiency. The farm problem in the end will be solved mainly on 
the farm and not at the expense of the rest of the community. 

6. Rationalization 

It is intended merely to mention here a few of the directions in 
which reorganization is proceeding, or can beneficially proceed, 
in connexion with the primary industries, so as to render the 
marketing mechanism more efficient. The improvements that 
can be brought about relate, in the main, to transport, to the 
supply of industrial equipment, and to the dissipation of economic 
resources by the policy of subsidizing the more remote producing 
districts. 
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Both Australia and New Zealand are at a disadvantage in that 
they are distant terminal points and do not lie upon a trade 
route, where a variety of services might be available at low cost. 
In addition, the coast-line of Australia is so enormous and the 
number of loading ports in New Zealand so great that as much 
time may be required to turn a ship round as to make the voyage 
from the final port to Europe. The time spent in Dominion waters 
may even be longer than that required for an outward or home- 
ward voyage. A ship engaged in the Argentine trade may load 
a full cargo of refrigerated produce at a single port, as compared 
with half a dozen or more in the case of Australasia. The need for 
economies in this and in other directions has impressed itself 
upon the interests concerned, but how far they will be achieved 
cannot yet be estimated. 

Mounting port charges, irregularity in the quantities of cargo 
offering in both directions, and heavy Commonwealth taxation 
(including the operation of the Navigation Act) threatened to 
bring about a rise, rather than a fall, in Australian freights. In 
1928, the Commonwealth Government steamers were sold, and 
early in the following year the Australian-United Kingdom- 
Continent Conference notified its intention to raise rates, claiming 
that it had been losing a million a year. Accordingly, at the 
invitation of the Commonwealth Government, a conference of 
shipowners, producers, importers, and exporters met at Sydney 
in April, 1929, to devise measures to secure savings, not only 
upon dues, taxes, and port charges, but also by economizing the 
use of the steamers in the trade. A permanent organization, the 
Australian Overseas Transport Association, was established.^ 
This body seeks to diminish the number of ports of call, regulate 
the provision of berth cargoes so that ships will run less risk of loss 
from dead freight, and secure a greater volume of business for the 
regular liner services. It is recognized that there is need for some 
'*tie'' between shipper and shipowner, as the former may resort 
to the regular vessels only in the off-season, when no other freight 
is offering, and take advantage of the cheaper rates which may 

^ For the objects of the Association and the problems it has to deal 
with, see articles by J. B. Brigden, The Argus (Melbourne), xst, jrd, 3th 
March, 1930. 
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prevail during the busy export months, when other ships come 
in for the time owing to the prospect of full cargoes. Agreements 
which will permit of discrimination against shippers who do not 
support the regular services have now been legalized,^ but it 
is unlikely that these will revive the deferred-rebate system, which 
was formerly the subject of much criticism^ and prohibited by 
law in Australia. Any agreements entered into between shippers 
and shipowners are subject to the approval of the Association, 
so that some protection is afforded against abuses. The wide 
fluctuation in the volume of cargo offering from season to season 
constitutes a difficult problem, but some effort is being made to 
forecast seasonal requirements of freight space, though a con- 
siderable amount of produce is carried by tramps, which can be 
called in as needed. The cost of loading at Australian ports is 
high, ranging from 4s. qjd. to 7s. qjd. per ton, as compared 
with 2s. I id. to 4s. 6d. for Canada and 3s. 4d. for Cape Town. 
Costs of discharge are even higher, being from 7s. ii^d. to iis. 
per ton at Sydney, against 7s. at London, 4s. 7d. at Hull, and 
2S. ii^d. at Hamburg.® 

The number of bills of lading per ship has been reduced by 
the efforts of the New Zealand Produce Boards,^ and though this 
has not been so great a problem in the case of Australian exports, 
the number of parcels of meat per steamer has recently tended to 
increase in that trade. A large number of small consignments 
means additional expense in sorting to marks after discharge, 
increased risk of deterioration, and some delay to ships. 

In Australasia, the over-supply of industrial equipment in 
relation to output is most marked in the meat industry. Even 
before the war, the number of freezing-works was large as com- 
pared with other countries. For example, of the total meat im- 
ported into the United Kingdom in 1912, 163,973 tons or 24-55 
per cent came from two Argentine works alone.® The number of 

^ Australian Industries Preservation Act, 1930. 

• See Final Report of the Imperial Shipping Committee on the Deferred 
Rebate System. Cmd. 1802, 1923. 

•See Economic Record Supplement — “The Economics of Australian 
Transport.*’ Also, Pastoral Review, September, 1930. 

• For the conditions which formerly prevailed, see Report of Imperial 
Shipping Committee on Rates of Freight in the N.Z. Trade. Cmd. 1564, 1921 . 

• WeddeTs Review of Frozen Meat Trade, 1912, p. 5. 
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works established in Australia and New Zealand was relatively 
great owing to the extent of the area served, the seasonal nature 
of the operations, the lack of internal transport facilities, and the 
impossibility of directing the trade into a bottle-neck. Yet, after 
making full allowance for these factors, some excess remains to 
be accounted for on grounds of undue optimism and parochial 
sentiment. 

An attempt has been made (see table on page 281) to measure 
the excess capacity of the meatworks in Australia and New 
Zealand. The chief source of the figures is the periodical census 
undertaken by the Pastoral Review, which covers number of 
works, daily receiving capacity, and storage capacity of works and 
stores. Cattle numbers include calves, and sheep numbers lambs. 
The works are those engaged in the export trade and the storage 
capacity taken into account is that devoted to meat exports. 
The daily capacity might be varied by an interchange of sheep 
for cattle and vice versa, but no satisfactory basis appears to 
exist upon which to effect conversion and so the figures are left 
as given. No statistics of numbers of stock treated appear to be 
available for Western Australia and Tasmania, but their omission 
is not a serious matter, as the exports from these States are not 
considerable. In other respects, such bias as was inevitable has 
been consistently maintained on the side of high seasonal intake 
of stock, so as to exaggerate rather than under-estimate the 
efficiency of the works. The excess capacity is not so great in 
Australia as in New Zealand, but in both Dominions it is very 
considerable, even allowing for killings during only a part of the 
year, and for climatic factors. In the Argentine,^ there are only 
eleven works (one less than in Queensland alone) and they treated 
in 1927 a total of 3,233,797 cattle, in addition to nearly four 
million sheep and lambs.* The livestock numbers of the Republic, 
according to the estimate of June, 1930, were : Cattle, 31,973,802 ; 
and Sheep, 43,083,909. The works are able to operate throughout 

^ Excluding Argentine Patagonia, where there are five small frigorihcos 
which treated 630,358 sheep and lambs in 1927. 

* The figures for the Argentine are from articles by R. Grant (formerly 
Commonwealth Veterinary Officer in London) appearing in the Pastoral 
Review (Melbourne), 1931, beginning i6th April, p. 353, and continued in 
subsequent issues. 
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the year and the number of loading ports is limited to about 
five. 

A comparison of the Danish butter industry with that of 
Australia and New 2 ^aland is not so unfavourable to the latter, so 
far as the average output per plant is concerned. A number of 
factors must, however, be taken into account. In Denmark, 
whole milk is taken to the factories, whereas in Australasia 
home-separated cream is usually delivered. Again, the average 
size of herds and of the number of suppliers per factory is different 
in Denmark,^ where, also, the bacon industry is highly developed 
in connexion with the dairy farms. In Denmark, the factory is 
rarely more than five miles from any farm, whereas in Australasia 
much longer hauls are common, so that larger plants are natural. 
Throughout Australasia, dairy factories have been greatly im- 
proved since the war and Eastern Australia and New Zealand 
now generally possess up-to-date technical equipment. The 
following figures give a rough comparison of the butter industry 
in the countries considered — 


Year 

Country 

Number 

of 

Factories 

Total 

Factory 

Production 

Average 
Output per 
Factory 




Tons 

Tons 

1930 . 

Denmark . 

1665 

3*5,857 

135 

1928-29 . 

Australia . , 

413 (a) 

122,119 

395 

1929-30 

New Zealand 

* 35 ( 6 ) 

73.577 (f) 

545 


(a) Includes some cheese and condensed milk factories (except in the 
case of Queensland and N.S.W.) and the average output is really some- 
what higher. For N.S.W., it was 390 tons; for Queensland, 660 tons, the 
range being from under 20 tons to over 2000 tons. 

(j>) Butter factories only, dual plants excluded. 

(c) Production in butter factories only. Total production, including 
dual plants. 112.863. 

One weakness has long been apparent in Australia and New 
Zealand, viz. competition between dairy factories for supplies. 
Baits of various kinds, such as free cartage, have been held out 

1 About seven cows per farm and 148 suppliers per factory. In Australia 
and New Zealand the average herd is larger, llie number of registered 
dairymen in N.S.W. was, in 1929. 21,835 and the mean number of cows 
766.505, giving an average herd of thirty-five cows. A similar calculation 
for Victoria gives eleven cows per herd in 1930. The average number of 
suppliers per factory in New Zealand was, in 1929-30. 137. 





MAXIMIZING RETURNS TO PRODUCERS 


28t 


AUSTRALIA AND NEW ZEALAND 

Number, Capacity, and Operations of Freezing-works Engage^ in 
Export Trade, igii to 193a 


Particulars 

1912 

1916 

1920 

1924 

1928 

1932 

Utiniber of Worht 
Australia. 

New Zealand . 

29 

28 

26 

34 

33 

41 

35 

40 

31 

36 

23 

30 

Daily Capacity — 
Australia : 

Cattle 

Sheep k 

New Zealand : 
Cattle 

Sheep i 

2,890 

56 » 5 oo 

2,800 

78,675 

3 , 9 t 5 

36,900 

2,845 

102,600 

6,035 

83,900 

3,780 

129,900 

6,840 

72,610 

3.870 

138,500 

7,010 

62,600 

3,595 

134,000 

5,220 

77,200 

2,920 

134,600 

StordM Capiuiiy -^ 
(Tons) 
Australia. 

New Zealand . 

50,222 

50,960 

76,118 

99,589 

104,553 

216,348 j 

110,139 

174,582 

104.277 

177,910 j 

72 ,t 97 

152,783 

Stock Treatedr - 
Australia : 

Cattle 

Sheep k 

New Zealand : 
Cattle 

Sheep 

464,324 

4,002,041 

(6) 

(<') 5 , 858 ,I 34 

248,425 

6,162,000 

577,469 

6,282,509 

200,614 

7 ,i 04 i 283 

659,984 

1,581,836 

270,658 

7,397,023 

388,109 

2,403,552 

(c) 308,223 
8,187,045 

(«) 371,699 

5,660,344 

(rf) 738,886 
12,025,152 

Stock Numbers — 
Australia : 

Cattle 

Sheep . 

New Zealand : 
Cattle « 

Sheep 

(4)2,020,171 

(4)23,750,153 

10,459,237 

76,668,604 

3,417,491 

24,788,150 

13,499,737 

77,897,355 

3 , 101,945 

23,919,970 

13,309,473 

93,154,953 

3,563,497 

*3,775,776 

11,300,757 

103,430,773 

3 , 273»769 

27,133,810 

12,783,137 

110,618,893 

4,072,383 

28,691,788 


Note. Cattle numbers include dairy cattle. 

(a) Includes 64,487 calves. (6) Not available, (c) Includes 342,582 calves. 
(d) Includes 541,668 calves, (e) 1911. 


in order to induce farmers to transfer their milk or cream from 
one concern to another and the willingness of some factories to 
pay full price for cream of poor quality in order to diminish their 
overhead expenses led to the compulsory prescription of dif- 
ferential payments so as to safeguard the quality of the output 
as a whole. The valuable elements in inter-factory competition 
need not be lost through economies that will put an end to such 
waste as the appearance of two or three competing cream lorries 
on the one road, for the accounts and returns of most factories 
are published and analysed in farmers' journals. Hence each 
supplier, wherever he is situated, can form some judgment as to 
the relative efficiency of the concern he deals with, and factory 
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managers and directors are stimulated to put forth their best 
efforts accordingly. 

In both the meat and the dairy industries, regional grouping 
of plants is in many cases desirable and has already taken place 
to some extent in New Zealand. Excess capacity can be eliminated 
in this way, more effective marketing organizations can be 
developed, improvements in quality should result and some savings 
be secured in expenses of operation. 

Much of the capital equipment which serves the export trades 
was furnished during the period when the terms of trade were 
favourable in anticipation of an unlimited expansion of output 
and a growing population to use the facilities that had been 
made available. Whatever may be the “optimum** population 
for Australia and New Zealand, it is highly probable that the 
present inhabitants are not distributed geographically in such 
a way as to ensure the maximum advantages from the available 
equipment and resources. This is due largely to the haphazard 
manner in which new countries are settled. Land is appropriated 
and brought into use promiscuously and then expensive amenities 
are demanded by a sparse population which is unable to employ 
them to the full. There is a confusion of political or democratic 
ideas with economic. The remoter settlers, who have secured 
cheap land, press for facilities similar to those in the nearer areas 
and are usually able to obtain them at the community*s expense. 
In minor centres, the parochial spirit engenders a desire for har- 
bours, railways, and whatnot, and much is done on political and 
sentimental grounds to favour the high-cost producer simply 
because he falls into that category. In New Zealand, even rural 
voting power is greater than urban and the question whether 
farming is efficient or not is made to some extent a political one. 

One vicious consequence of this attitude of mind may be cited. 
Overseas freight rates are the same from all loading ports in New 
Zealand, yet the cost of working these ports varies greatly. 
Figures published by the Wellington Harbour Board a few years 
ago^ show that the cost per ton of receiving cargo ranged from 
7s. iid. at Wellington to £3 i6s. iid. at a small out-port. Only 
about 60-70 per cent of the overseas cargo is shipped from the 

^ See "Protest against the Flat-rate System," p. 2 . 
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four main ports, so that the subsidy to the out-ports represented 
by the flat-rate system is considerable. Fifteen ports are regularly 
visited and one steamer may make as many as eight or more calls. 
At five of the ports loading is done in the roadstead and bad 
weather may occasion considerable delay. It is not surprising to 
learn therefore, that a cargo vessel may spend as long as forty- 
five days in New Zealand waters. It is true that a certain amount 
of loss is inevitable under the conditions prevailing, and that dis- 
charge takes place as well as loading at many of the ports, but 
it appears that the Export Boards have still much to do to make 
that loss a minimum. Producers adjacent to the small ports are 
specially favoured as compared with those whose location com- 
pels them to rail their goods to a main centre for shipment. The 
latter have to bear the high cost of preliminary land transport as 
well as subsidizing the out-ports. This particular evil is not so 
marked in Australia where the tendency to multiplicity of loading- 
ports has been held in check, but the flat-rate freight charge also 
prevails there in respect of most commodities and appears to have 
no justification in a country of such vast extent. 

7. Grading and Quality 

It is only very recently that scientific research has been directed 
intensively towards the determination of the exact nature and 
characteristics of the more important raw materials and food- 
stuffs. The fixing of quality is still largely done by means of sub- 
jective tests applied by individuals with long experience of each 
trade. Some of the judgments arrived at by these methods have 
been found to have a scientific basis, some have not yet been sub- 
jected to a scientific criticism owing to lack of knowledge, and 
others have been proved to be largely arbitrary. In addition to 
the kind of investigation which seeks to provide criteria that will 
serve as a scientific basis for grading, further attention has lately 
been given to problems connected with refrigeration and the 
behaviour of stored products. 

Grading and quality are necessarily interconnected, standards 
being set which will tend to increase the amount produced of the 
quality desired by consumers. But grading is undertaken, not 
merely to facilitate trading and to enable the requirements of a 
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market to be met with the great^t degree of economy, but also, in 
many instances, to determine the price to be paid to farmers for 
products that have to be processed before sale. The standards 
ought to afford guidance to producers as to what they should aim 
at and should be such as will secure for each the reward of his care 
and efficiency. Grades associated with brands, may even be an 
important aid in the education of the consumer who relies too 
much, as a rule, upon the judgment and integrity of the retailer* 
It is highly desirable that qualities should be determined for each 
consignment by objective tests and it is here that scientific 
research may yield results. If tests of quality can be devised 
which are capable of application by persons without long ex- 
perience of the commodity and not dependent upon special training 
of the senses, then gradings are likely to be more uniform and 
dependable, and the cost of this service will be reduced. Yet it 
must be remembered that all efforts may be ultimately baffled by 
the varying tastes of consumers from place to place and from time 
to time. Again, at the production end, seasonal variations in 
climatic conditions may set a definite limit to what it is possible 
to achieve in the way of fixing permanent standards. This is 
specially true of wool and wheat, and, to some extent, of meat. 
Finally, the price paid may on occasion be at variance with the 
grade, owing to temporary or permanent changes in the nature 
of demand, Where the discrepancy between grade and price 
persists, it is evident that the standard no longer conforms to the 
actualities of the market. For certain commodities, e.g. butter, it 
is possible to reduce the number of grades to two Or three, and it 
is highly desirable that, wherever it can be done, producers should 
concentrate upon a single grade of the best quality. 

The standards adopted as the basis of payment to farmers by 
factories or mills may operate unfairly in certain cases or leave 
loopholes for dishonest practices. In Australia and New Zealand, 
for example, it is customary to pay for milk supplied to factories 
according to its butter-fat content,^ yet this practice does not 
appear to be equitable when the milk is used for cheese-making, 
since other constituents, such as casein, are important for this 

* In Queensland and N.S.W. the basis is the yield of commercial butter, 
which really amounts to the same. 
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purpose.^ Each pound of butter-fat yields more than one pound 
of butter and this margin or “overrun** ihay vary considerably 
from factory to factory according to skill and efficiency in manu- 
facture.^ Hence a certificate of its amount each season is required 
by law to be published, so that suppliers, especially of pro- 
prietary factories, will be sure that full p^ment has been made. 
Sugar-cane is another example of the kind of difficulty here con- 
teAiplated. The sugar content per ton will vary according to the 
time of the year, as well as the quality of the cane, and payment 
by weight alone would not be equitable in the case of cane cut 
over a short period by each grower. 

The disadvantage of distance which separates producer and 
consumer is that the former usually fails to appreciate how im- 
perative it is to maintain quality. A relatively small quantity 
of produce below standard has an effect upon prices out of all 
proportion to its amount. Again, the confidence of the wholesaler 
or retailer may be destroyed, if he happens upon a defective 
parcel under a brand or grade mark upon which he has been accus- 
tomed to rely. Not only is the trader averse from continuing to 
deal with the factory or works concerned, but he also suffers a 
direct loss of goodwill. 

The producer*s response to the call for goods of certain qualities 
will depend upon the returns over the whole field of his operations. 
The fact that the characteristics of wool may be changed by 
breeding and feeding, so as to render its preparation by existing 
machinery less costly, does not necessarily mean that the change 
will be effected, no matter how clamant manufacturers may be 
nor how much complaint is made about quality. Practices which 
will assure the maximum return to the grower may not conduce 
to the maximum convenience of the manufacturer. The Aus- 
tralian breeder has concentrated, upon the whole, on the pro- 
duction of large-framed sheep carrying heavy fleeces. Buyers 
may find the wools of the smaller sheep of the Western District 

1 See P. O. Veale— "The Yield of Cheese per lb. of Putter-fat." 
Department of Scientific and Industrial Research, Bulletin No. 13, 1929*) 
Some N.Z. cheese factories are proposing to base payments to suppliers 
upon the ratio of casein to butter-fat content of milk. 

•See N.Z. Department of Agriculture Bulletin No. 109, 1924: "The 
Overrun in Butter-making." 
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of Victoria more attractive, but these need to bring about is. per 
lb. more than the Riverina wools in order to be profitable to the 
grower.^ The characteristics of wool vary in accordance with the 
climatic conditions and the type of grazing, and the farmer has 
to do the best he can under the circumstances. By applying the 
results of research, he%iay effect improvements at low cost, but 
the scope for such improvements is limited. The real point is 
whether the grower does not do better to grow the wool that is 
suited to the environment and leave the manufacturer to adapt 
his machinery to suit. There is, of course, a marked tendency 
for the latter to throw back on to the producer the task of growing 
a more highly standardized wool, a tendency no doubt accen- 
tuated in a buyer's market. In the wool trade, however, one man's 
meat may be another's poison. One section of the trade may con- 
demn certain wools which another finds highly suited to its pur- 
pose ; and wool that is out of favour one season may bring a high 
price the next. The grower is, therefore, left to judge from the 
actual returns what policy he ought to pursue. So long as manu- 
facturers themselves do not appear to be agreed as to what 
attributes of wool are, or are not, desirable, the grower must breed 
towards quantity or quality, as the market may dictate. His 
problem is complicated when he is producing fat lambs along 
with wool, for the price of meat does not fluctuate so much in the 
course of the season as does that of wool and he is compelled 
to concentrate upon getting early-maturing lambs of the 
desired shape, rather than upon the growing of wool that 
will please manufacturers. The prices actually paid for wool 
may bear no relation to the breeder's conception of quality 
and may induce him to change his practice against his better 
judgment. 

The trade descriptions applied to wool give only a very rough 
indication of quality and at present the possibility of purchases 
being made on grade seems remote. Some attempt has been made 
to standardize types and a measure of agreement has been 
reached as to how far qualities from one producing area and 

* See Dalgety's Review, 1927-28. For New Zealand wools, see D. J. 
Sidey — ** Faults Found in New Zealand Wools*’ (N.Z. Journal of Agri- 

culture, August, 1931. p< 9 <>)- 
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another correspond.^ Other suggestions, such as shearing wool 
to length rather than seasonally, or treating it by solution and 
regenerating it into a uniform filament, appear to be outside the 
range of what is practicable. Much may be done by breeding to 
render wool softer or more lustrous, thus enabling it to compete 
more effectively with rayon, but any developments in this direc- 
tion must depend upon prices. 

Many of the problems connected with the quality of dairy 
produce are only beginning to be tackled. It is realized that 
butter, for example, is a very complex substance. On account of 
its mild flavour. New Zealand butter has been described as 
"characterless” as compared with Danish. The former must 
possess keeping qualities and for purposes of storage, as well as 
in regard to vitamin content, it is superior to the latter. Until 
after the war, the problem of keeping butter of full flavour whole- 
some was solved by the use of preservative in the form of boric 
acid. Now that its use is no longer permitted, pasteurization of 
milk or cream before manufacture has to be resorted to in order 
to ensure that the produce will keep and a low-acid butter results. 
There is evidence, however, that foodstuffs of milder flavour are 
experiencing a greater demand in Great Britain and this, together 
with the lower price which the Australian and New Zealand 
farmer is able to accept, may serve to bring his produce into favour 
in districts where it is now seldom consumed. Cheese quality 
presents even more difficult problems to the scientist. Openness 
of texture, delayed maturity, and undesirable flavours are all 
matters that are in process of being rectified by research. Though 
the grading of both butter and cheese depends to a very large 
extent upon tests made by the senses, a method which is fallible 
but which has at least some relation to consumers* palates, a large 
proportion of the output falls into the two upper grades, which 
generally sell on description.^ 

' British and U.S.A. types have been compared and standards adopted 
which will cover both (Dalgety’s Review, 1925—26). The same has been 
done for Australian and South African wools. See also World's Wool, 
1929, p. 82. 

* For N.Z., the percentage of butter of finest and first grades during 
each of the past five seasons has been: 98*63, 98*85, 98*96, 99*ob, 98*75 ^ 
and of cheese: 98 07, 97*32, 98 09, 9779. 98’ i* For Australia, the propor- 
tion of choicest and first grade butter was 87*31 per cent in the I930*“3i 

20— (C.219) 
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The grading of wheat has already been discussed in detail. 
Meat is in a somewhat similar category, since qualities and 
weights may vary from season to season according to the con- 
dition of the pastures.^ The weights prescribed for the various 
grades of mutton and lamb are now largely standardized and are 
common to New Zealand, Australia, and the Argentine. The 
range of weight within each grade is limited to 7 lb., but large 
numbers of lambs are produced in New Zealand of practically 
identical weight, finish, shape, and outward appearance. On 
occasion, second quality lambs may bring more than prime, if the 
latter happen to be above the weights desired by some trader. 
The transport of beef in the chilled state from Australia and New 
Zealand has recently become possible and improvements in 
breeding and feeding of cattle are likely to follow if market pros- 
pects are at all favourable. The New Zealand Meat Board refuses 
to permit the export of any meat below second quality, but third 
qualities are shipped from Australia to Great Britain, a policy 
which is against the interest of the trade as a whole. 

A widespread demand has grown up among producers for the 
marking of foodstuffs in shops according to the country of origin. 
So far as this demand is likely to serve as a protection to con- 
sumers and as a meaqs of bringing a source of quality goods to the 
notice of the public, it is justifiable, but when it is merely a mani- 
festation of the spirit of economic nationalism, it may prove 
harmful to those who make it. 

Quality tends to fall off when prices are high and usually im- 
proves under the stimulus of lower returns. Still lower prices 

season. Australian dairymen have pressed for the appointment of a 
Commonwealth standardizing ofhcer to standardize butter-grading for the 
whole country and eliminate the discrepancy which appears to exist as 
between certain States. 

^ The average weights of N.Z. mutton and lamb carcasses have been in 
recent years as follows — 


Year 

Wethers 

Ewes 

Lambs j 

‘ Year 

Wethers 

Ewes 

Lambs 

1925-26 

54-6 

34-1 


1930-31 

53'0 



1926-27 

55-9 

34-3 


X931-32 

32-9 



1927-28 

36*4 

34*7 


1932-33 

531 



1928-29 

580 

333 

34-9 

2933-34 

54*8 



1929-30 

53-4 

34*2 

. 34-3 






(Weights in lb.) 
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than those which have recently prevailed would, however, make 
the quality premium hardly worth while. 

8. Orderly Marketing 

Orderly marketing as a remedy for low prices is no novel pro- 
posal. It was examined at least once towards the end of the long 
agricultural depression that marked the later years of the nine- 
teenth century and the idea has been revived since the war.^ 
It assumes that a flaw has developed in the marketing mechanism 
and that those whose business it is to regulate the flow of goods 
to consumers have either been eliminated or are for some other 
reason unable satisfactorily to exercise their functions. At first 
sight, it appears to be an attractive proposition to restrict 
supplies in order to check falling prices. Yet producers are not 
sufficiently aware that they must not only control the bulk of 
the supply in order to achieve their purpose, but also limit out- 
put, if need be. These considerations do not, however, apply 
exactly to what is usually meant by orderly marketing, which 
merely proposes to set limits to the wider fluctuations in prices. 
Unfortunately, thus reduced, the policy is exceedingly difficult 
to apply and must approximate to that of a competent middle- 
man seeking to regulate his rate of selling in a manner calculated 
to yield the highest return. One other aspect of the problem 
concerns the available supply of capital equipment, which may 
be most economically used, as a rule, when it has to deal with an 
even flow of goods, though here the rate of production is the 
dominant factor. 

It is difficult to see what test, other than something very like 
rule-of-thumb, can be employed to determine the rate at which 
goods should be marketed. In the first place, agricultural pro- 
duction in Australia and New Zealand is highly seasonal and even 
winter dairying is not developed to any extent. Again, the policy 
adopted must be modified in some respects for each commodity 
according to the conditions of production. Thus, the whole of the 
annual output of wheat and wool becomes available within a 

^ See bibliography for this section. All the studies show conclusively 
that the idea that the farmer either ‘‘rushes” his goods to market or can 
normally expect higher prices by holding is erroneous. 
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comparatively short period, whereas the production of butter, 
cheese, meat, etc., is less discontinuous. A wheat crop might be 
sold at a prescribed rate, since no addition to supplies before the 
next harvest would interfere with calculations. Wool is actually 
sold under a system of regulation which works satisfactorily on 
the whole. Yet the best laid schemes in regard to dairy produce 
and meat may be upset, since in some years climatic conditions 
cause abnormal fluctuations in output from time to time as the 
season proceeds. Accordingly, the system adopted by the New 
Zealand Dairy Board^ whereby the percentage of the season’s 
output to be shipped during stated periods is determined is based 
on something very like guesswork, though the guess may be the 
best possible and worth hazarding. 

The difficulties involved in this kind of forecasting in relation 
to production within a given area are slight, however, as compared 
with those met with in attempting to rule out conditions of glut 
or scarcity in the market itself. The factors of which account 
must be taken are so numerous and so complex as to baffle all 
attempts at precise calculation and include, at the moment, 
such elements as sudden tariff and other similar changes. The 
amount and rate of marketing of competing supplies have to be 
allowed for, as well as weather conditions at the points of con- 
sumption. Producers, however, appear to be thoroughly con- 
vinced that the matter cannot be left to the play of market 
forces. They know that the middleman exacts a high price for 
undertaking to carry stocks and generally to equate supply to 
demand. His business is to buy cheap and sell dear and he is in a 
favourable position, owing to his inside knowledge, for doing 
both. In practice, competition cannot be relied on to restrict the 
middleman’s profits and hence farmers are tending more and 
more to usurp his functions. 

While the costs incurred in pursuing a policy of orderly mar- 
keting are readily calculable, the gains or losses that actually 
accrue cannot be exactly determined, especially during a regime 
of deflation. It is inaccurate to assume, as is usually done in 

^ See more especially the Board’s First Annual Report. The Australian 
Board also attempts some regulation of supplies. Neither Board is able, 
of course, to influence the rate of sale of go^s in second or third hands 
which may undo all their efforts. 
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such cases, that the price ultimately received for withheld goods 
will be that which would rule were the market uninfluenced by 
any concerted interference. If more goods are to be sold at the 
high points and fewer at the low, prices at both times will be 
different from what they would otherwise be. The wisest policy 
appears to be to keep the market supplied, to pause before impos- 
ing restrictions if prices fall, and to guard at all costs against 
mounting stocks. 

The New Zealand Meat and Dairy Boards have made much of 
the question of orderly marketing, but no worth while estimate of 
the success attending their policy is possible. Certainly it has not 
of itself induced any marked accumulation of stocks. The fol- 
lowing figures^ show that while the margin between the highest 
and lowest quotations recorded during each year for New Zealand 
butter and lamb has narrowed, no similar change has taken place 
in the case of cheese — 


Season 

Margin between Highest and Lowest Quotations 

Butter 

Cheese 

Lamb 


s. 

5. d. 

d. 

1924-25 . 

66 

14 0 

2i 

1925-26 

60 

25 0 

2i 

1926-27 

28 

20 0 

li 

1927-28 

28 

20 0 

li 

1928-29 

24 

28 6 



If the producers are undertaking the work of carrying stocks to 
a considerable extent, it might be expected that fluctuations in 
market quotations would be smoothed out, yielding higher 
margins of profit per unit at the peak of production to compensate 
for storage charges, etc., incurred later on. Even if they are, it 
is not possible to argue either that the net returns over the whole 
output are greater than they would otherwise be or that the higher 
degree of stability is the result of the policy pursued and not 
merely fortuitous. 

^ Source : Ministry of Agriculture and Fisheries, Agricultural Market 
Report. 



CHAPTER VI 

THE MARKETING PROSPECT 

I. Imperial Preference and “Empire Free Trade’* 

A PERUSAL of the literature relating to the tariff controversy 
of a generation ago leaves the impression that history has been 
repeating itself with a vengeance. Recently, however, circum- 
stances have been much more favourable to the advocates of pro- 
tection, since the end of a decade of economic instability finds the 
world struggling against the severest depression ever recorded. 
In the Dominions, the losses to primary producers, and to the 
landed interest generally, were so heavy that pressure was put 
upon Great Britain to induce her to change her fiscal policy. 
Indeed, that such a change, if it eventuated at all, would be made 
upon political, rather than upon economic, grounds was long ago 
foreseen.^ Further, the view that taxes upon food would become 
imperative in Britain, if expenditure upon defence and social 
services continued to rise, was emphatically expressed in some 
quarters before the war* and has been revived in the revenue 
tariff proposals.® The political confusions in Britain in 1931 and 
the abundance of supplies directed to that country favoured the 
return to protectionism because, in a buyer’s market, prices 
were not likely to rise and the “foreigner" might for the time be 
made to pay the duties. Yet ever since the war, a host of voices 
have been speaking, some in the tones of the idealist who would 
preserve the unity of the British Commonwealth, others in those 
of the realist bluntly seeking his own advantage. As far back as 
^923* example, Mr, S. M. Bruce declared: “The last thing 
Australians desire is to substitute some other country as a market 
for their primary products. But they cannot afford to hold up 
their development and meanwhile practically every foreign 
country of any standing has offered to give Australia preferential 

^ Fuchs — Trade Policy of Great Britain, Preface. 

* Drage — Imperial Organization of Trade, pp. 21 6-7. 

* E.g. in The World's Economic Crisis and the Way of Escape (Halley 
Stewart Lecture, 1932). By Sir Josiah Stamp. 
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treatment on her primary produce in exchange for similar treat- 
ment on their manufactured goods. We will have to face the 
facts, if Britain will not respond more liberally.** Mr. Bruce went 
on to say that he had hopes that at last the conditions in Britain 
were favourable to the proposal, because formerly there had been 
no real pressure of circumstances such as now existed in the 
unprecedented distress.^ That utterance calls to mind the brave 
words of Alfred Marshall, written nearly a generation ago: 
“But the history of all countries and all ages is repeating itself 
in the colonies. Even honourable men there are being drawn 
into slippery paths. They advocate preferential arrangements 
effected by raising the tariff against foreign goods without lower- 
ing it in favour of British goods ; and they put into the forefront 
their zeal for the high ideal of Imperial unity. They look as little 
as possible at the private gain which may accrue to them from 
the particular method of promoting that ideal which they 
advocate.**^ Another and more recent view may be cited in 
order to show that the attitude just deprecated had not been 
modified by 1929. In its Final Report,^ the Committee on Indus- 
try and Trade, with more honesty perhaps than prescience, ob- 
served: '*The idea of definite reciprocal tariff bargains between 
Great Britain and other Empire Governments, fixing the terms 
upon which inter-imperial trade should be carried on, is quite 
aUen to the modern spirit and practice of Imperial preference.** 
The objects which the advocates of the new fiscal order had 
in view were clear enough, though for obvious reasons they were 
not generally stated in precise terms. It is plain that Dominion 
producers saw in a British preferential tariff a lever wherewith 
to raise the prices of their goods. It cannot be doubted that their 
aim was to secure, through the agency of the British Government, 
that protection to agricultural produce which their local tariffs 
could not hope to yield. A secure advantage in the British mar- 
ket, for example, would have enabled Australian dairy-farmers 
to make their “stabilization scheme** watertight, so long as there 
was no Empire surplus of butter. But for wheat and wool even 

^ Journal of the Parliaments of the Empire, Vol. IV, p. 839. 

* Official Papers by Alfred Marshall, p. 418. 

® Cmd. 3282, 1929. P- 23. 
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Imperial preference could do nothing, since there is an Empire 
surplus of these commodities and a marketing monopoly would 
have to be organized between Canada, India, and Australia, on 
the one hand, and between South Africa, New Zealand, and 
Australia, on the other, if a British tariff were to be rendered 
effective. Indeed, any stimulus to Empire production might 
bring other commodities into the same category as wheat, among 
them being cheese, of which Empire countries supply over 90 
per cent of Great Britain*s imports. It is true enough that, in 
recent years, prices of primary produce have fallen too low, but 
it is doubtful whether a tariff could serve as more than a temporary 
expedient for raising them. 

The advocates of the extension of tariff preferences by Great 
Britain saw clearly enough that this would raise real income in 
the Dominions, but had exaggerated ideas of the net gains that 
would accrue. They assumed that the Dominions, by their pre- 
ferential systems, had furnished in advance an adequate quid pro 
quo and they slurred over the fact that the British farmer is as 
much the competitor of the Dominion producer as is the foreigner. 
Indeed, the advocates of protection in Great Britain looked for 
an expansion of British agricultural output which of itself would 
in time have limited the Dominions' share of the market. Pos- 
sible effects on the cost of living and on industrial costs in Great 
Britain, not to mention the Dominions where prices would rise 
too, were conveniently overlooked. What was wanted was some 
means of rectifying the economic position of producing interests 
in the Dominions without recourse to adjustments of costs, output, 
and capital values. In the days before currency manipulation 
and authoritarian intervention to reduce costs, a preferential 
tariff seemed to be the obvious way out, especially as it would 
not involve political complications in the Dominions themselves. 
But any such Imperial tariff system would not hold out any 
prospect of stability. As Professor Pigou remarked long ago, 
“once a policy of this kind has been started, it is apt to develop 
within itself an expansive power, which can neither be calculated 
beforehand, nor resisted when it appears."^ A preferential tariff 
that did raise prices effectively would be capitalized by 
^ Riddle of the Tariff, p. 63 . 
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landowners at more than its worth, and pressure for a still higher 
tariff would result. Any fiscal arrangement that might be devised 
is objectionable, for all forms of protection involve a net economic 
loss to those applying them, whatever gains may fall, for the time, 
to the astute and the fortunate among the bargainers. The fact 
is that when Great Britain decided to abandon free trade, her 
best alternative was to impose uniform duties against everybody, 
including the Dominions. For any kind of preference extended 
to them would be a tax upon British consumers for their benefit, 
so far as higher prices resulted, and would largely defeat the twin 
objects of protecting British agriculture and raising revenue.^ 
For the Dominions believed, and still believe, that whatever 
duties they might levy on British goods, their produce should 
enter Britain duty free. It has been all too plain that the kind of 
preference extended to Great Britain by the Dominions is largely 
a spurious one. Even where an existing preferential duty is 
reduced, the customs barrier may remain a formidable one. A 
preference that may be, in fact, no preference is akin to ‘‘Empire 
Free Trade “ that is not free. For to pretend that an Imperial 
Zollverein is practicable, let alone desirable, is to bury one's head 
in the sand. “The interests of the various units of the British 
Empire are as diverse as their situations and the radical differences 
in their tariffs are the outcome of the striking economic differ- 
ences between the units, 

The notion of “Empire Free Trade" appears to have been 
based in the first place upon what might be termed a calculus 
of resources. It was represented that the British Empire was, or 
could readily become, self-supporting. Unfortunately, the doc- 
trine of self-sufficiency had already been preached and practised 
in and for the separate Dominions, e.g. Canada and Australia. 
Neither of these has any qualms about barring out goods from 
other parts of the Empire, and it was bluntly stated by their 
representatives at the 1930 Imperial Conference that, so far as 

^ A preferential tariff would, of course, mean less cost to the Empire 
as a whole than uniform duties, since there would be less displacement of 
industry in the direction of higher cost activities. The Dominion prefer- 
ences, so far as they are effective, also give British manufacturers the right 
to tax Dominion consumers. Mutual preferences merely advantage par- 
ticular interests, not the community at large. 

* Davidson — Commercial Federation, p. 70. 
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they were concerned, “Empire Free Trade “ was out of the 
question. However that may be, it is plain that whether a country 
or group of countries can be “self-supporting** depends upon 
what standard of living is contemplated by that term. Clearly 
the highest possible standard of living will not be attained imder 
a protective system, since it directs productive effort into more 
costly channels. Again, it is plain that the British Empire is 
not self-sufficing and cannot be made so unless sufficiency is 
attained by the negative process of going without a multitude of 
things and by living on short commons. It is possible, indeed, 
to destroy the argument based upon a calculus of resources by a 
reductio ad absurdum. Great Britain — or, in fact, any habitable 
region — could produce the minimum of commodities required to 
keep her population alive. There is almost no limit to the dis- 
comfort that will be endured in order to stave off death by starva- 
tion, and Professor Leacock*s herdsmen may yet be seen, some 
future summer day, tending the (to be) domesticated musk oxen 
of Canada*s northern wastes, if they have to or if the thing that 
yields them the maximum satisfaction in life is the filling up of all 
the red bits on the map at any price. The same may be said with 
regard to the 230 millions which the same authority would cram 
into Australia.^ 

Even if the Dominions were willing to reduce their tariffs 
in Great Britain*s favour, the extent to which they could do so 
and the advantage which would actually accrue to the mother 
country would depend upon how far these tariffs were for revenue 
or for protective purposes. It is true that it is difficult to dis- 
tinguish between these in practice, since revenue tariffs tend to 
become protective. But the extent to which Australia and New 
Zealand could reduce their customs duties may be gauged from 
the fact that the proportion of customs and excise to all taxation 
(including local rates) was in 1926-27 42*6 per cent in Australia, 
387 per cent in New Zealand, and 26*6 per cent in the United 
Kingdom. Of the total taxation levied directly by governments, 
the proportions from customs and excise duties in the year 

‘ Economic Prosperity in the British Empire, p. 62. Prof. Griffiths Taylor 
put the "optimum” population for Australia at 20 millions. A later 
estimate (F. C. Benham in Peopling of Australia) is 10 to 15 millions. 
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mentioned were for Australia 49*4 per cent and for the United 
Kingdom 33*6 per cent.^ In 1927, the percentage of free goods in 
the total imports of Australia was 36, and of New Zealand 42, as 
compared with 64 for the U.S.A., usually reckoned as the out- 
standing example of high protection.® It is clear, therefore, that 
Australia and New Zealand depend to a very large extent upon 
customs duties for their public revenue and that any abatement 
of these duties would be unlikely to increase very much the 
demand for British goods. The revenue so lost would have to be 
made up from some other source and the purchasing-power of 
consumers would remain very much as before. 

1931* it was evident that any fiscal arrangement come to 
with Great Britain must, on balance, be in favour of the 
Dominions.® For they were pressing their claims to effective 
preference, not because they had a quid pro quo to offer which 
would involve a real sacrifice by them, but because their primary 
producers were suffering from all the forces — monetary, technical, 
and fiscal — ^which have induced the recent heavy fall in prices. 
Judging by past experience and the distribution of her export 
trade, it was hard to estimate what, if any, benefit would accrue 
to Britain from adjustments in the two-decker tariffs of the 
Dominions, but it was plain enough that a heavy duty on Danish 
butter, say, would have put the New Zealand dairy farmer on 
his feet for the time. Consumers in Great Britain, however, 
would probably have developed a prejudice against Dominion 
goods, as they did under preference in the nineteenth century, 
and if high prices could have been ensured by the manipulation 
of the tariff when and as required, quality would, in fact, have 
tended to fall off. Any fiscal change, induced by the political 
sentiment or by the economic stresses of the moment, cannot 
bring enduring benefits and the inevitable reaction may work as 
great havoc among producers as the inflated prices of the post- 
war boom. 

The political skirmishings of 1930-32 led up to the Ottawa 
Conference at which, in the view of some Dominion statesmen, 

^ The Australian Tariff: An Economic Inquiry, pp. 182-3. 

* Ibid., p. 1 71. 

• The fact that each Dominion is restricting the import of produce from 
the others of itself makes the pressure on the British market more severe. 
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Great Britain was at last to “come clean “ by making a decisive 
alteration in the terms of trade in their favour. The spokesmen 
of Canada and Australia made it clear that there was to be no 
more shilly-shallying. For example, on 25th May, 1932, in the 
House of Representatives at Canberra, Mr. S. M. Bruce expressed 
the hope “that a recent press cablegram setting out that unless 
the Dominions granted new and greatly increased preferences to 
British goods Britain would not re-enact the 10 per cent general 
preference upon Australian goods did not truly reflect the British 
point of view for the Ottawa Conference. If it did, it would be 
necessary to remind the British representatives in no uncertain 
manner that Australia for many years had been granting British 
goods very substantial preferences, without any reciprocal treat- 
ment.** Under the circumstances, it is not surprising that British 
statesmen looked forward with little relish to the hour of decision. 
The protectionists in Britain, who had contributed so much to 
the success of the National Government in 1931, had made an 
Imperial fiscal system part of their programme, in order to in- 
crease the pressure of the demand for tariffs. Their major, and 
perhaps their only, aim was to secure protection for British 
industry and agriculture. It was left to others to solve the prob- 
lems raised by the propaganda in favour of Imperial preference. 
The British delegates to Ottawa were faced with the impossible 
task of finding some means of compromising upon issues that 
were fundamentally irreconcilable. They had to safeguard British 
agriculture and British trading interests with foreign countries ; 
they had to grant, or appear to grant, some concessions to the 
Dominions and secure in return some advantage for British 
manufacturers ; and they had to beware of making any bargains 
that might cause a revolt among British consumers. Indeed, Mr. 
Ramsay MacDonald gave the whole show away in the House of 
Commons debate on the Ottawa agreements on i8th October, 
1932, when he said: “The British delegates went to Ottawa 
charged with the duty of coming to an agreement with the 
Dominions and not letting the conference break down. All that 
we have done is to put up the stiffest fight possible in order 
that the tariffs should be as advantageous as possible to this 
country.** 
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Even within Australia and New Zealand, there was no suffi- 
cient degree of unanimity to enable a clear-cut Imperial economic 
policy to be formulated and implemented. If the agricultural 
interest can get something without much sacrifice by the manu- 
facturers, well and good ; but farmers themselves are not agreed 
that any marked concession in favour of British goods is desirable. 
Again, many British concerns that have established factories in 
the Dominions are not anxious to see their tariffs reduced ; and 
some Australian and New Zealand manufacturers have pointed 
to the uncertainties introduced by Imperial bargaining under 
which they might lose at any time some of the existing protection 
in order that advantages for primary producers might be won. 

In the result, the Ottawa agreements amounted to very little. 
They were a patched-up compromise which represented the 
greatest common measure of agreement or disagreement. By 
the time they were effected, Australia and New Zealand were 
beginning to discover other methods of relieving the pressure, 
such as exchange manipulation. In some directions, the con- 
ference worked definite harm. It tended to confirm the prepos- 
terous idea that, when a country purchases goods from abroad, 
it does so as a favour — a friendly and generous act. It directed 
its attention to the interests of the selling classes, to the profits 
of the industrialists, farmers, and business men concerned, and 
not at all to the gains or losses to consumers. It had other harmful 
reactions upon world trade. When Great Britain first resorted 
to protection. Government spokesmen asserted that the new 
tariff was a purely defensive step forced upon the country by 
foreign restrictions upon trade, useful for rectifying the immediate 
balance of trade and as a bargaining weapon to secure reductions 
of tariffs abroad and a more liberal commercial policy in general. 
But the Ottawa agreements committed Great Britain to a per- 
manent protectionist policy.^ The ‘'spirit of Ottawa,"' indeed, 
was one of the elements of current world economic policy whereby 
statesmen, instead of checking the crisis, merely help to prolong 

^ It may be worth noting that the Ottawa G^nference declared that 
inter-imperial commercial agreements are outside the sphere of the 
operation of most-favoured-nation treaties with foreign Powers. Thus 
economic ties appear to have been substituted for the political ties relaxed 
by the Statute of Westminster. 
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and intensify it. For many countries have raised their tariffs, 
or imposed a tariff, merely in order that they might have some 
preference to offer when negotiating trade agreements. 

The practical results of the Ottawa Conference have been as 
meagre as the agreements there effected. In the first place, the 
adoption of the principle of comparative costs of production as 
the basis for duties on British manufactures meant begging the 
whole question. Such costs would, under any circumstances, be 
difficult to determine. Under conditions of fluctuating exchange 
rates, their calculation would be well-nigh impossible. This 
principle of comparative costs left a convenient loophole for 
those Dominions which preferred to adhere to the letter of the 
Ottawa agreements, rather than to their spirit. But some of the 
“concessions** on the British side were unreal. For instance, 
the duty of 2s. per quarter in favour of Dominion wheat was to 
be contingent upon their supplying it at the world price. Again, 
the preferences on dairy produce meant, under the circumstances, 
not higher prices to the Dominions but simply easier access to 
the British market. On the other hand, only New Zealand 
appears to have made effective tariff reductions in Great Britain*s 
favour. The meat restriction agreement which followed Ottawa 
was probably the most important development so far as Australia 
and New Zealand were concerned, for it specially favoured them 
as against South America. But though prices of mutton and lamb 
and of South American chilled beef improved, the meat agree- 
ment did nothing for the British beef producer. Since the Ottawa 
Conference, there has been some increase of intra-Empire trade. 
It would be difficult to maintain, however, that this was a direct 
outcome of the Conference, that it is necessarily valuable in itself, 
and that there has been no corresponding loss of trade with foreign 
countries. Inevitably, the raising of tariff barriers elsewhere forced 
Australian and New Zealand producers to resort more and more 
to the British market and some increase of imports from Great 
Britain was almost bound to follow.^ 

The tendency since the Ottawa Conference has been, unfor- 
tunately, to regard inter-imperial relations as primarily economic. 

* See the analysis by Sir Geo. Schuster in the supplement to the 
Economist, 3rd November, 1934. 
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It is likely that Imperial Conferences of the future will tend more 
and more to be mere bargaining counters. Whether such a 
development will conduce to that Imperial unity which is so desir- 
able need not be discussed. It has been said that England lost 
half her Empire by taxing her colonists and was likely to lose the 
other half by refusing to allow them to tax her. If the emphasis 
upon material advantages continues, the disintegration of the 
British Commonwealth would appear to be inevitable. When a 
trading concession by Great Britain is hailed in a Dominion 
as a ''victory*' to be exploited at the next election by the 
party which achieved it, the fear of dissolution is by no means 
fanciful. 

2. Development of Imperial Marketing Organizations 

It will be evident from the discussion in Chapter V that pro- 
ducers have set their hearts upon authoritarian remedies for 
their troubles. Excess production, in the British Empire at any 
rate, is not to be corrected, though output within that tariff 
region may, of course, tend more and more towards excess, 
especially as population is not likely to increase greatly. The 
gospel behind the Australian dairymen's monopoly may then be 
applied to the British Commonwealth at large, which may fur- 
nish "the foreigner" with cheap supplies of certain articles in 
order that particular interests may benefit at home. Any such 
departure would be unfortunate, not merely on account of the 
vicious attitude of mind underlying it, but because since the war 
some hopeful developments have taken place in connexion with 
producers* marketing organizations and these are likely to be 
stayed by the advent of fiscal favours and the new methods 
required to secure them. 

There are three main directions in which the development of 
Imperial marketing organizations can usefully proceed. The 
first is by the linking up of farmers* co-operatives in the several 
Dominions; the second by the collaboration of consumers* co- 
operatives in the United Kingdom with farmers* companies 
abroad ; and the third by the provision of a centralized service 
for research and market information. Something has been 
achieved in all these directions. Mention has already been made 
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of the Overseas Farmers' Co-operative Federations Ltd.^ The 
capital of this London organization was subscribed by the Aus- 
tralian Producers* Wholesale Co-operative Federation, the 
Farmers* Wholesale Federation (New Zealand) Ltd., and the 
Federated Farmers* Co-operative Association of South Africa 
Ltd. The Overseas Farmers acts as the London representative of 
these three co-operatives and, through them, of all the affiliated 
local associations in each Doininion. It markets produce of any 
kind in the United Kingdom and on the Continent, and serves as 
a buying agency for the collective purchase of farm and other 
supplies. It has a seat on the Baltic Exchange and is a member 
of the London Provision Exchange. These brief details will 
suffice to indicate the potentialities of this organization, which 
requires only more stable economic conditions, continued 
efficient management, and adequate support by producers in 
order to reform the whole marketing process. 

Two developments in regard to the marketing of dairy produce 
have also been noticed. One concerns the association of the 
English Co-operative Wholesale Society with a New Zealand pro- 
ducers* co-operative. The former Society is also in close contact 
with the Western Australian co-operative. Generally, however, 
it may be said that the outlook for further development in this 
direction is not at present very hopeful. Many producers see in 
the activities of the C. W.S. an effort to cheapen goods and nothing 
else and, in any case, farmers, as capitalists, are probably opposed 
to urban consumers* societies. Australian and New Zealand dairy 
concerns are linked up in a London marketing company which is 
known as Empire Dairies. The original shareholders were the 
Australian Producers’ Co-operative Federation and Amal- 
gamated Dairies, the latter not being a purely co-operative body. 
Some attempt has been made to broaden the basis of the concern 
by inducing other co-operatives in New Zealand to affiliate, 
apparently with little success. It was hoped that Empire Dairies 
would extend its business to other Dominions, but this has not 
proved possible. 

It is to be regretted that it was not found possible to arrive at 
some arrangement whereby the Empire Marketing Board might 
^ See Chapter IV, Section 6. 
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have been kept in existence, though the Imperial Economic 
Committee and other organizations have commendably carried 
on some of its least dispensable activities. While the scope of 
the work that could be undertaken by the Board was strictly 
limited on the commercial side, it was a specially suitable organi- 
zation for performing and co-ordinating such functions as adver- 
tising, economic and scientific research, and the provision of 
market information. 

At the moment (1936) the tendency is to rely more than ever 
upon the efforts of governments in order to secure favourable 
market returns and less and less upon those voluntary organiza- 
tions which the producers had built up. Indeed, some of the 
efforts towards the extension of co-operation to a wider field 
are likely to prove abortive. The semi-official control board is 
regarded as offering an easier means of attaining the goal than old- 
style co-operation. The Australian wheat pools are languishing 
and the control movement, in one guise or another, is invading 
almost every sphere of rural enterprise. Whether the results will 
justify the expectations remains to be seen, but it is clear that, 
if a relatively free economy is to survive, something of the 
co-operative spirit will have to be carried over to the control 
movement which is tending to harden into monopoly. 

3. The Future of Inter-Imperial Trade 

The future of inter-imperial trade is at present so obscure that 
all that can be done here is to offer some discussion and sug- 
gestions. At this distance, it is plain enough that the arrange- 
ments come to at Ottawa provided no definite or permanent solu- 
tion of the economic problems they purported to deal with. Nor, 
in the nature of things, could any such solution have been 
found. For in these days history is being made and nations are 
feeling their way towards new policies and a new equilibrium. The 
creation of a Milk Marketing Board in Great Britain and the 
weakness of the meat market led to a suggestion of restricting 
dairy produce imports into that country and to proposals for 
quotas and levies for meat. Despite a large increase in milk 
production in Britain and in the dairy produce output of Aus- 
tralia and New Zealand, the question of restricting imports was 

21 — (C.2I9) 
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shelved. The post-Ottawa voluntary limitation of meat imports 
did not result in any improvement in British beef prices, though 
the output had not increased for a quarter of a century.^ This fall 
in beef prices was mainly due to a marked shift of demand away 
from beef and partly to the fact that the exporting countries 
had not always strictly adhered to the supply arrangements. 
Further, the limitation of imports caused a rise in the price of 
South American chilled beef, which was tending to drive the 
frozen product from the market and the price of mutton and 
lamb from all sources (including Britain) rose between 1932 and 
1934 despite an increase in supplies. 

Faced with the critical situation of the beef producers and the 
heavy cost of subsidizing them, the British Government persisted 
with its proposals for regulation of imports or levies or both. 
Australia and New Zealand opposed these, though the former 
would have preferred the levy to the quota. New Zealand mut- 
ton producers rightly felt that they should not be called upon to 
subsidize British beef by paying a levy. For even if all beef prices 
rose in consequence, which was unlikely, little advantage would 
accrue to New Zealand which does not export much beef. Again, 
whether any levy that would not raise prices too much to please 
consumers or would not be too burdensome on producers abroad 
would be adequate to make British beef production profitable is 
doubtful. The British wheat subsidy has little effect upon the 
cost of living because a relatively small part of the grain consumed 
is produced at home. But the same is not true of beef. And even 
if an adequate subsidy to British beef were available from levies, 
the play of demand, as has already been noticed, might cause the 
price of beef to fall further, especially if there were no shrinkage 
in supplies. From the British consumers' point of view the levy 
method had some attractions, despite the enthusiasm of the 
Minister of Agriculture for quantitative restrictions. Great 
Britain had something like a buyer's monopoly, especially of 
beef, and the exporters would pay the levy without raising 

‘ Imports of Meat into the U.K. Cmd. 4828, 1935. 

* British imports of beef fell from 700,000 tons in 1925 to 608,000 tons 
i*' *933- Imports of chilled beef from S. America fell by 3000 tons and of 
frozen beef from all sources by 60,000 tons (55,000 tons from foreign 
countries) during the same period. 
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prices. But the British stock raiser would not in that case derive 
any advantage apart from the subsidy from the levy. Even 
a heavy tariff would not necessarily benefit him, for that could 
be got over by exchange depreciation or export subsidies. On 
the other hand, a quota, if really restrictive, would raise prices of 
meat for all suppliers and not merely for the British alone. The 
cost of living would be affected in Britain, but not necessarily in 
the supplying countries which might sell cheaply at home the 
surplus beyond the fixed quota. From the Dominion producers' 
viewpoint, however, quantitative regulation might be very 
dangerous. If a quota is imposed, competition among farmers 
to sell their stock will be increased and middlemen can buy cheap 
from them and sell dear in the British market. Hence some sort of 
pool would have to be organized and the gains shared out. 

These somewhat tedious manoeuvrings have resulted at length 
in the shelving of the meat question for another year or more. 
It is perhaps interesting to note in passing how far astray the 
policy of straightforward tariffs has gone. For levies and quotas 
were hardly what the protectionists looked forward to in 1931. 
The difficulties attending the meat negotiations between Great 
Britain and Australia and New Zealand in London this summer 
(1935) confirm what has already been said about the dangers of 
inter-imperial bargaining. Once more, after much plain speak- 
ing on all sides, a kind of moratorium has been arranged. The 
approximate quantities of meat to be imported from the two 
Dominions down to the end of 1936 have been arrived at and 
appear to involve no more than a limitation upon any consider- 
able expansion during the period. The new chilled beef trade 
may not increase as rapidly as was hoped, but there is to be no 
cutting-down of exports as a whole. Meantime, British beef 
production is to be subsidized out of the general revenue, a pro- 
cedure which may be costly, but which is far more equitable than 
penalizing consumers. In any case, the need for reforming the 
methods of fat-stock marketing in Great Britain has been patent 
for many years and in that direction more can probably be done 
for the beef producer than in any other way. 

The methods of regulating the trade in primary produce, and 
more especially meat and dairy produce, remain, therefore, to be 
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determined. Assuming that any marked revival of laissez faire 
is unlikely, it is possible to suggest in a general way the lines that 
the control of trade will follow. It is plain that, in the crude 
forms in which they have been proposed, quotas and levies will 
not be resorted to, because the necessary mechanism to ensure 
that the benefits of regulation do not flow into the pockets of 
middlemen is not in existence. Some regulation of Australasian 
exports to the British market would appear to be inevitable even 
though quantities are not reduced below current levels. Some 
flexibility of agricultural output must be allowed for, if only on 
account of climatic influences. In favourable seasons, surpluses 
beyond domestic and British quota requirements would appear 
and some authority would need to be given power to equalize 
returns from the several outlets. Such control authorities already 
exist in embryo. In December, 1934, the Australian Agricultural 
Council was established. Its general purpose is stated to be to 
co-ordinate agricultural industry. Some of the objects proposed 
for the Council point clearly in the direction suggested. These 
include : *‘To ensure, as far as possible, balance between produc- 
tion and available markets; to consider the requirements of 
agricultural industries in regard to organized marketing; to 
promote the adoption of a uniform policy in external marketing 
problems, particularly those pertaining to the negotiation of 
intra-Empire and International Agreements."^ The recently 
constituted Executive Commission of Agriculture in New Zealand 
is a body of a similar character. A considerable development of 
the work of both these bodies is probable and it may be that they 
will in time assume control of the export trades. Simultaneously, 
there may be set up in Great Britain a complementary body or 
bodies supervising domestic production and determining the 
extent to which it is to be supplemented from abroad. The 
Agricultural Marketing Acts of 1931 and 1933 point in that 
direction. The Act of 1933 expressly provides that the import of a 
commodity may be regulated if there is in existence a marketing 
scheme for that commodity. One outcome of the meat negotiations 

^ See Conference of Commonwealth and State Ministers on Agricultural 
and Marketing Matters — Summary of Proceedings. (Commonwealth Parlia- 
mentary Papers, 1934.) 
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of July, 1935, was the suggestion that the determination of 
quotas should in future be placed in the hands of a council com- 
prising representatives of the interested parties. Yet it seems 
more likely that, in the end, a British import authority will be 
set up to make bargains with the Dominion export commissions. 
The British import board would purchase its requirements from 
existing sources and not necessarily from the Empire alone, and 
so provide for the payment of foreign debts and ensure that prices 
would not be raised against it. Further, it could see that adequate 
standards of consumption were ultimately attained and through 
its operations demonstrate when the limits of profitable trade had 
been reached. For in some quarters the absorptive capacity of 
the British market is unfortunately assumed to be almost infinite. 
At the same time, the Dominion export commissions, if not the 
British import board, would require to have some say in ex- 
change policy. The export commissions would need to be able 
to take whatever steps were necessary to maintain the production 
of what was needed to exchange against imports; and they 
would have to be able, through currency manipulation, to 
influence the domestic prices both of exports and imports. For 
under such a system of control, exports would no longer be priced 
competitively but would be sold for what they would fetch. The 
proceeds would be used to purchase imports and these would be 
priced through the exchange mechanism so as to cover the cost 
of the exports. 

This outline, it should be realized, is tentative as well as super- 
ficial. Nor does it represent something to be aimed at as the ideal. 
Problems of exceeding difficulty would be raised by any such semi- 
socialistic control of trade. Yet the tendency in the direction 
indicated is powerful at the moment and no alternative long- 
period policy is in sight. However, the need for extending the 
sphere of control may become less urgent in the immediate future, 
whatever may be necessary in the long run. Some revival of 
confidence is likely which may diminish the throttling effects of 
economic nationalism upon the consumption of primary produce. 
Agrarianism in Europe may in turn cease to exercise so powerful 
an influence upon internal politics. Under such conditions, there 
is scope for a considerable expansion in the consumption of 
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primary produce. On the side of supply, some relief may also be 
secured. In Australasia, climatic factors will not remain so 
favourable as they have been in recent years. Again, the tendency 
at present appears to be in the direction of stabilizing output or 
at least tapering off the increase that depression and depreciating 
exchanges called forth. There is some scope also for concentrating 
on the superior kinds of foodstuffs and for the enlargement of the 
domestic market which, on the whole, is badly served as regards 
quality. The somewhat hysterical outcry against any restriction 
of supplies as likely to "ruin'* the Australasian Dominions may 
therefore be regarded as propagandist. The long-term agricul- 
tural policy of the Dominions will remain to be settled, however. 
Since the war, the expansion of meat, dairy, and fruit production 
has involved a threat to British agriculture far more serious than 
the competition of cheap cereals in the nineteenth century. At 
the same time, it is becoming clear that the era of British speciali- 
zation for the international market, about which economists 
once wrote textbooks, is over. Hence some agricultural revival 
in Great Britain may be looked for. The quantum of the export 
trade of the Dominions is, for this and other reasons, not likely to 
expand much. Some gain in consumption per head in Great 
Britain there may be — perhaps achieved for a time by the paying- 
off of the Dominion public debts — and such an increase should be 
aimed at in the public interest by any control authorities. Still, 
the decline in the population of Great Britain in the future 
cannot be overlooked. Nor are British imports likely to be in- 
creased by any marked extension of her export trade to the 
Dominions. The scope for British export trade depends largely 
upon a rapid increase in Dominion population, but the possibility 
of such an increase depends in turn upon the growth of secondary 
industries in the Dominions themselves. For the rural population 
is not likely to grow unless important alternative markets can 
be found, and they are not yet in sight. In any case, there is a 
marked tendency in these days to economize labour in agriculture. 

Upon the whole it may be said that the outlook is neither so 
gloomy as those who cry ruin would suggest ; nor so rosy as those 
would like us to believe who, with an eye upon the electorate or 
upon land values, speak of unlimited opportunities for expansion. 
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What is needed above all is the elimination of the huckstering 
spirit and the play of vested interests. 

4. Economic Adjustments Necessary to Agriculture 

The agricultural problem may be considered from two aspects — 
first, the causes of the severe decline of profits, and second, the 
extent of the economic adjustments required in consequence. 
As to the first, it is impossible to assign priorities among the 
influences that have been at work, though monetary policy and 
improvements in agricultural technique are no doubt the most 
important. While production has been expanding apace, the 
character of demand has been changing.^ The cruder forms of 
foodstuffs are no longer so much sought after, while goods and 
services satisfying secondary needs are wanted more than ever. 
In 1927, the production of foodstuffs was only 12 per cent above 
what it had been in 1913, whereas the output of raw materials had 
risen by 43 per cent. A larger expansion in both directions had 
taken place in Australasia and since the depression there has been 
a further marked rise in output. When such factors as production 
in other countries, changes in population, and restriction of con- 
sumption have been taken into account, it looks as if some fall 
of prices was bound to come, whatever the banking policy. Still, 
the decline did not come about pari passu with the increase in 
production, but by several marked downward swings, associated 
with a general downward trend. It is, therefore, not unreasonable 
to suppose that monetary policy had much to do with movements 
in prices. Apparently, bankers were able to control in some 
measure the effects of their first post-war essay at lowering the 
price level, but since 1929 deflation has. merely begot deflation. 
Under the circumstances, most producers have been working at 
a loss for some years and the extent of the adjustments that will 
be made will depend mainly upon how long the “run'* is during 
which the deflationary trend persists. 

Deflation has a disproportionate effect upon agriculture, since 
adjustment of output cannot be readily effected. But there is 
no likelihood that the forces which created the present position 
will automatically readjust it. The maladjustment between 
^ See A. Loveday — Britain and World Trade, p. 84 seq. 
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the prices of primary products and manufactures would not be 
cured by a rise in the general price level, for the situation of 
agriculture has deteriorated too much. Experience in the U.S.A., 
as well as in Australasia, suggests, too, that mere monetary 
manipulation offers no permanent solution of the farm problem. 

Nor do the various subsidy devices, though it is commonly 
argued that these are necessary because farming is an important 
industry and must be maintained and preserved. It is asserted 
that we can no longer trust to adjustment through the bank- 
ruptcy of the relatively inefficient farmers, because in that case 
dearth might soon follow in the wake of glut.^ The difficulty about 
this argument is that the subsidy policy has perpetuated, and 
even accentuated, the condition of glut and cannot be permanently 
maintained. Nor does there appear to be any historical or 
practical justification for this alarmist view. If prices are not 
propped up, will land go out of production wholesale and cause 
scarcity with prices soaring out of the consumers' reach, to use 
the phrase of the London Times of nth April, 1935 ? Is famine 
the result of low prices leading to a restriction of farm output and 
can prices ‘'soar " out of the consumers' reach except under famine 
conditions? The continued payment of subsidies to farmers 
may in some cases be a useful and desirable form of philanthropy, 
but it seems futile to claim that they are necessary to preserve 
us from want or that agriculture will perish without them. 

No one will deny that farming is an important industry or that 
agriculture is fundamental to civilization. But there is no reason 
for drawing fallacious inferences from these statements, including 
the fallacy that industry cannot prosper unless agriculture is 
prosperous. This assumes that agriculture is the determining 
factor and that it must lead the way. It is easy to see how such 
ideas gain acceptance in countries like Australia and New 
Zealand. If prices for primary produce are high, these Dominions 
enjoy prosperity. From this it is argued that if agriculture is 
made prosperous (by various subsidy devices), then everybody 
will be prosperous. This “diffusion" theory of distribution has 
gained wide currency, though it is clear that if it is valid all that 

'See Prof. D. B. Copland — “Economic Adjustment in Australia/' 
{Lloyds Bank Mo^dhly, November, 1933.) 
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is necessary in order to achieve infinite prosperity is to make every 
farmer a millionaire and everybody a farmer. It is, in fact, not 
historically true that industry never prospers when agriculture is 
depressed. Agriculture does not purchase a sufficiently large 
volume of manufactured goods to affect industrial prosperity 
decisively and industry has often flourished at the expense of 
agriculture. If the production of motor-cars or gold-mining had 
been the principal industry of Australia and New Zealand, the 
advocates of state intervention to make agriculture prosperous 
would not have been so sure of their ground. But in countries 
with a long tradition of dependence upon primary production, the 
bootstrap nature of such remedies is not apparent. What these 
Dominions are suffering from is a worsening of the terms of trade, 
and there is no magic that will overcome this. 

The belief is widely held that the 1909-14 or pre-1929 price 
level is the “right** one for farm products, and no one would 
object that a restoration to either of these levels is not desirable. 
But there may be an unbridgeable gap between the desirable 
and the possible. The present generation in Australia and New 
Zealand has known a fairly prosperous agriculture, but it is not 
generally understood that during the past century agriculture 
has tended to be relatively depressed. The same maladies which 
in the nineteenth century afflicted the agriculture of the older 
countries appear likely to be experienced in the newer. Hence 
the Dominions should be prepared to face as a long-term policy 
a relative decline in agriculture, and especially in the amount of 
labour employed therein. In fact, it appears that there can be 
no stability for agriculture unless this is faced. Under the tech- 
nical conditions now obtaining, agriculture tends to shed labour, 
yet family custom and economic tradition strive powerfully 
against that tendency. The result is competition for land, high 
values, and excessive output that ultimately have adverse 
effects upon farming profits. 

Fortunately, the fact that the salvation of the farmer must 
be worked out mainly on the farm has been recognized and acted 
upon, though it has not been made very explicit. During the 
depression years, there has been a marked improvement in pro- 
ductive efficiency and a taking-up of a great deal of slack. The 



312 AUSTRALIAN AND NEW ZEALAND PRIMARY PRODUCTS 

industrial discipline, especially since the war, has not lain heavily 
upon an easy-going community, which has usually, however, 
been able to make the necessary response when circumstances 
demanded. But this advance upon the farms cannot be main- 
tained unless land values are put upon a more economic basis. 
Such an adjustment having been definitely effected, there is scope 
for a further improvement in productive efficiency. But whether 
these changes will serve to make agriculture prosperous will 
depend largely upon the degree of real recovery that is attained 
abroad, and especially in Britain. For though a depressed agricul- 
ture may help to make depressed industries, these must revive 
before agriculture can be restored. While farming may be made 
more tolerable as a way of life by adjustments effected on the 
farm, the agricultural problem cannot be solved independently 
from the economic problem as a whole. 

5 . Conclusion 

No survey of the marketing of Australian and New Zealand 
primary products can be adequate if it is confined solely to the 
exposition of the operation of the marketing mechanism. Some 
acquaintance with the historical, economic, and political back- 
ground is essential to the understanding of the environment in 
which the trades work. This is especially true in these days when 
institutions are being refashioned and the line dividing the political 
from the economic sphere is becoming blurred. Such are the 
reasons for the wide scope of the present study. 

Amid the widespread evidences of economic collapse and the 
failure of most of the ad hoc remedies, the question whether com- 
petitive capitalism can any longer work becomes an urgent one. 
Most of the steps so far taken aim at protecting existing produc- 
tion and the commercial interests associated with it. They are 
not concerned with the securing of a higher social dividend for 
all, but rather at reserving the benefits of monopoly for the few. 
Entrepreneurs press for state intervention which will benefit 
them and denounce all interference not of their own devising. 
These are signs of the decay of the regime which is losing its 
flexibility and its capacity for yielding to all an adequate and 
increasing measure of material welfare. How to restore that 
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flexibility and maintain it in a new environment in which in- 
dividual freedom of choice can be preserved and even enlarged 
is the problem of this generation. For the defensive measures, if 
persisted in, can lead only to a kind of feudalism under which 
material rewards will be rationed out. On the one hand, capitalism 
makes breaches in its own code by condoning violations of con- 
tract which are supposed to be rendered respectable by state 
intervention. Such measures as exchange manipulation are really 
dishonest in an individualist economy, even though City of 
London financiers see only good in a change which robs small 
nations of a large part of the value of their London balances. 
On the other hand, men and resources stand idle. The anti- 
socialist writings of nineteenth century economists now make 
interesting reading. For example, in his essay on Historical 
Progress and Ideal Socialism, the late Professor Nicholson 
remarked, in the course of his denunciation of all forms of social 
control, that when the time was considered ripe for taking over 
the land and the capital, the land would be a wilderness and the 
capital old iron. This prophecy would seem to be at least partly 
borne out in the world to-day, but not in the sense its author 
intended. There is much land that has become, or is in process of 
becoming, a wilderness and there are plenty of “special areas'* 
in most countries in which the “old iron" is all too evident. Yet 
it is difficult to prove that fundamental changes must be wrought 
in the economic system. Hope struggles against stubborn fact, 
and the changes that come in every century are so little perceived 
by most men that they would probably deny that they have taken 
place. In these times, the magnitude of the economic collapse 
calls forth unprecedented opposition to change. The danger in 
New Zealand, and to a less degree in Australia, is that an agres- 
sive agrarianism will hinder those developments which are neces- 
sary for the restoration of prosperity, but which may involve 
temporary loss to farmers and to their middlemen dependants. 

For these and other reasons, including the fact that technical 
conditions now tend to bring about monopoly, it would appear 
that some conscious control of economic policy is desirable. In 
some directions this is being achieved without any dislocation. 
There are a few large concerns in which the profit motive can 
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no longer take first place, if they are to continue to function. It 
is the service they offer consumers and the scope for useful em- 
ployment they furnish to their staffs that are the more important. 
On all hands there are signs that trustification is being extended 
and that there is a growing need for social control. The precise 
forms that this will take no one can lay down in advance, not even 
Fabian pamphleteers, though their efforts are a welcome sign of 
life in the midst of death. Simultaneously, it will be necessary to 
go forward with the large-scale organization of farming, so that 
it can achieve a greater degree of stability and be in a position 
to make more advantageous terms with other branches of indus- 
try. This need not involve any displacement of the individual 
farmer, but it will require a new attitude of mind. Bodies like 
the Australian Council of Agriculture can do much to promote 
standardization and efficiency on the farms, to make them more 
and more like outdoor factories. They can revolutionize the 
marketing mechanism and determine the appropriate scale of 
agricultural industry in general. But such co-ordinating and 
directive institutions will fail if they do not take a broad enough 
view of their aims. If they make farm profits their sole criterion, 
their efforts will be vain. Some changes in the system of land 
tenure would also appear to be necessary. It is commonly said 
that the farmer must be relieved by the state because his present 
position is due to no fault of his own. Yet if this be conceded, he 
must, on his side, be prepared to abandon his claim to make a 
capital profit out of his land should circumstances become more 
favourable. He cannot have it both ways. 

Most of the recent agricultural “planning*' in Australia and 
New Zealand has been of a protective character. Indeed, like 
much of the “planning" in the industrial world, it might per- 
haps be better described as scheming, since it is of an anti-social 
character. But that criticism must not be taken to imply that a 
revival of laissez faire is possible or all that is required. The far- 
mer's view that markets work so imperfectly as to need funda- 
mental reconstruction has much to justify it. Long and close 
acquaintance with the world of business is likely to lead any one 
to take its practices for granted, for it is difficult to be in it and 
not of it, and whatever is is all too commonly assumed to be 



THE MARKETING PROSPECT 


315 


right. That the view here taken is not exceptional, nor confined 
to those without qualification to speak, might be amply illus- 
trated. One reference must suffice. In his excellent account of 
Experiments in State Control ^ Mr. E. M. H. Lloyd observes: 

It is worth noting that the laws of supply and demand work in 
extraordinarily different ways in different parts of the business 
world. A free market in the absolute sense nowhere exists. 
Much of the old abstract reasoning about supply and demand is 
so inapplicable to actual business to-day as to appear irrelevant 
or Utopian to the present age. If the first task of economics, 
considered as a science rather than as a branch of philosophy, is 
to describe the facts, it must be admitted that the actual working 
of the markets of the world has been very imperfectly studied or 
recorded** (p. 373). The assumption of free, or even relatively 
free, competition has no adequate relation to the facts. For unlike 
the intellectual, the commercial sphere is one in which knowledge 
is expressly withheld and often impossible to come by. How 
central banking policy, for example, is determined and the manner 
in which it is implemented are secrets firmly held by an inner 
coterie, in whose hands, for good or ill, our economic fate so 
largely reposes. With a large proportion of our population having 
no desire to compete in the way the business world competes and 
a larger proportion unable, for want of access to knowledge, to 
compete if they would, it is idle to talk about free competition. 
So that we may look for some marked changes in commercial, as 
well as in industrial, structure and welcome them as they appear, 
despite all the fears that are expres.sed of rigidity, static ten- 
dencies, and the like ; for these are no more than fears that the 
problem of economic insecurity will ultimately be solved. 
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22 — (C.219) 
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ADDENDA 

The following notes relate to developments which have taken place 
since the MS. left the author’s hands — 

CHAPTER II 

Section r. Page 57: Authority has been taken under the New 
Zealand Agriculture (Emergency Powers) Act, 1934, to regulate the 
number of dairy factories and prevent the erection of new ones 
where thought fit. See Dairy Factories (Licensing) Regulations, 
N.Z. Gazette, nth July, 1935. 

Section 3. What may prove to be the decisive case on the con- 
stitutionality of the Australian internal marketing schemes is James 
V. The Commonwealth, [1935] 5^ C.L.R.570, in which the High Court 
of Australia gave judgment to the effect that the Commonwealth 
is not bound by Sect. 92 of the Constitution. The case is now under 
appeal to the Privy Council. Whatever view their Lordships may 
take, it appears certain that an amendment to the Commonwealth 
Constitution will have to be made if the marketing schemes are to 
be saved and the rights of the States in other respects safeguarded. 
The proposal to revive the Inter-State Commission may be the first 
step in devising new methods of regulating the relations between 
the Commonwealth and the States. 

Section 6. Important amending regulations relating to the manu- 
facture and export of dairy produce were published in the N.Z. 
Gazette, 12th September, 1935. These regulations govern inter alia 
the erection and operation of farm milking plants. 

CHAPTER III 

Section 3. Pp. 127-9. A further development in the control of 
the New Zealand wheat trade has been announced by the new 
government. Prices of wheat, flour, and bread are now fixed and 
importation of flour prohibited. The millers* organization ceases to 
regulate prices and sales of flour. This work is now undertaken 
by the New Zealand Wheat Board, which allocates quotas of 
wheat for gristing to the various mills. The net effect of the new 
arrangements is stated to be an increase of 4d. per bushel in the 
return to farmers, this being achieved at least in part at the 
expense of consumers. 

Section 4. Page 132. The New Zealand Dairy Board has secured 
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the adoption of a group marketing scheme under which the 
factories will combine in regional groups and pool their produce for 
marketing purposes. This may assist in building up large-scale co- 
operation, which farmers have so far been unable to achieve. But 
the group marketing scheme may not come into force in view of 
the proposal of the new administration to pay ** guaranteed 
prices*’ to dairy farmers. If fixed and uniform prices are to be 
paid by government, the produce will in effect become the property 
of the state. 

By the Primary Products Marketing Act, 1936, a Department of 
Marketing is set up under the control of a Minister. The Depart- 
ment will administer the provisions of the Act prescribing the 
payment of a fixed seasonal price for dairy produce. This will be 
financed by the Reserve Bank of New Zealand, which has recently 
been brought under effective government control. Sales in London 
will presumably be subject to regulation as in 1926-27 (Chap. IV, 
pp. 130-3), but it is not yet clear whether rigid price-fixing will be 
attempted. The resulting sterling credits will be under the control 
of the Minister of Marketing, who is also the Minister of Finance, 
and will be used to finance imports from Great Britain (c/. Chap. VI, 
pp. 306-7). The general aims of the new policy appear to be to 
secure sufficient control (i) to stabilize the dairy industry so that 
the adjustment of mortgage debts, unfortunately shelved since 
1929, may be made upon a definite basis, viz. the returns prescribed 
under the new legislation; and (ii) to check the inherent tendency 
to land speculation which is encouraged by fluctuations in prices 
and as a result of which the severity of economic crises is greatly 
increased. It is evidently not intended to extend the system of 
price-insurance to other commodities so long as the returns from 
them are reasonably adequate in relation to the capital commitments 
of the producers. 

CHAPTER V 

Section 5. Page 270. By the State Advances Corporation Act, 
i93^» New Zealand Mortgage Corporation is to be dissolved and 
to become the State Advances Corporation, under government 
control and without private shareholding. 

CHAPTER VI 

Section i. Page 300. In May, 1936, the Australian Government 
announced that by means of a licensing system, affecting a limited 
range of imports, an attempt would be made to divert some of the 
import trade to countries which were heavy purchasers of Aus- 
tralian goods. British countries are to be exempted from any pro- 
hibitions upon import which may be applied, and increased scope 
for British trade may result. 
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General 

An Australian Meat Board has recently been set up* The extent 
to which it will control the trade is not yet clear, but it will probably 
be concerned primarily with administering the agreements with the 
British Government under which some classes of meat are subject 
to quantitative limitation upon import into the United Kingdom. 

An Australian Wool Board has also been appointed to control 
publicity and research. Six of the members are nominated by the 
Australian Wool Growers* Council and one represents the Federal 
Government. A levy of is. per bale for wool publicity, etc., is 
proposed and similar steps are being taken in New Zealand. 
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one of HM, Principal Inspectors of Taxes. In crown 4to, half leather 
gilt, 1432 pp. £4 48. net. Three volumes. 

DICTIONARY OF INCOME TAX AND SUR-TAX PRACTICE. By W. E. 
Snellino. Eighth Edition. In demy 8vo, half leather gilt, 732 pp. 25s. 
net. 

BURN’S INCOME TAX GUIDE. By John Burns, W.S. In crown 8vo, cloth 
gilt, 214 pp. 5s« net. Ninth Edition. 

INTRODUCTION TO INCOME TAX. By E. D. Fryer, A.L.A.A. Fourth 
Edition. In crown 8vo, cloth, 96 pp. 2s. 6d. net. 

SNELLING’S PRACTICAL INCOME TAX AND SUR-TAX. In crown, 8vo 
cloth, 182 pp. 38. 6d. net. Fourteenth Edition. 

INCOME TAX FOR PROFESSIONAL STUDENTS. By W. T. Baxi^pr, B.Com., 
C.A. In demy 8vo. cloth gilt, 180 pp. 78. 6d. net. 
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ECONOMICS 

THE GENERAL TARIFF OF THE UNITED KINGDOM: LAW AND REGU- 
LATIONS* Compiled by A. S. Harvey, H.M, Customs and Excise Depart- 
ment. In demy 8vo, cloth gilt, 188 pp. 58. net. 

AN INTRODUCTION TO INTERNATIONAL TRADE AND TARIFFS. By 
R. A. Hodgson, B.Com. (Lond.). In demy 8vo, cloth gilt, 208 pp. Gs* net. 

ECONOMICS OF THE ENGLISH BANKING SYSTEM. By W. J. Weston, 
M.A., B.Sc., of Gray*s Inn, Barrister-at-Law, In demy 8vo, cloth gilt, 
136 pp. 2s. 6d. net. 

DICTIONARY OF ECONOMIC AND BANKING TERMS. By W. J. Weston. 
M.A., B.Sc. ; and A. Crew, Barrister-at-Law. In crown 8vo, cloth, 248 pp. 
5S. net. Third Edition. 

ECONOMIC GEOGRAPHY. By J.McFARLANB,M.A.,M.Com. Fourth Edition. 
In demy 8vo, cloth gilt, 688 pp. lOs. 6d. 

THE PRINCIPLES OF ECONOMIC GEOGRAPHY. By R. N. Rudmosb 
Brown, D.Sc. Third Edition. In demy 8vo, cloth gilt, 223 pp. 6s. 

THE HISTORY OF COMMERCE. By T. G. Williams. M.A., F.R.Hist.S.. 
F.R.Econ.S. In demy 8vo, cloth gilt, 343 pp. 3s. 6d. 

OUTLINES OF THE ECONOMIC HISTORY OF ENGLAND. By H. O. 
Meredith, M.A., M.Com. Second Edition. In demy 8vo, cloth gilt, 
430 pp. 7s. 6d. 

A SURVEY OF ECONOMIC DEVELOPMENT. By J. F. Rees. In demy 8vo. 
cloth gilt, 330 pp. 7s. 6d. net. 

MAIN CURRENTS OF SOCIAL AND INDUSTRIAL CHANGE. By T. G. 
Williams, M.A., F.R.Hist.S.. F.R.Econ.S. In crown 8vo, cloth gilt, 
320 pp. 58. net. Second Edition. 

THE PRINCIPLES OF BUSINESS ECONOMICS. By James Stephenson. 
M. A., M.Com., D.Sc. In demy 8vo, cloth gilt, 853 pp. lOs. 6d. net. Second 
Edition. 

ECONOMICS OP THE MANUFACTURING BUSINESS. By W. A. Stewart 
Jones, F.C.W.A., F.S.S. In demy 8vo, cloth, 160 pp. 38. 6d. 

ECONOMICS FOR BUSINESS MEN. By W. J. Weston, M.A., B.Sc. In 
crown 8vo, cloth gilt, 230 pp. 38. 6d. net. ’ 

PRINCIPLES OP ECONOMICS. By L. A. Rufbner, Ph.D. In medium Svo,. 
cloth gilt, 862 pp. IBs. net. 

A TEXTBOOK OF ECONOMICS. By W. J. Weston, M.A., B.Sc. In demy 
Svo, cloth gilt, 460 pp. 7s* 6d. 

ECONOMICS OP INSTALMENT TRADING AND HIRE PURCHASE. By W. F. 
Crick. In demy Svo, cloth gilt, 126 pp. 58. net. 

CORRECT ECONOMY FOR THE MACHINE AGE. By A. G. McGrbgo^u 
S econd Edition. In demy Svo, 274 pp. 78. 6d. net. 
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THIS AGE OP PLENTY. By C. M. Hatterslby. M.A., LL.B. Fifth 
Edition. In crown 8vo, 427 pp., paper. Ss. 6d. net ; cloth. 6s. net. 

A FAIB WAGE. By Edward Batten. M.I.Mech.E. 100 pp. 2s. 6d. net. 

ECONOMICS OF THE INDUSTRIAL SYSTEM. By H. A. Silverman. B.A. 
(Econ.). In demy Svo. 348 pp. 78. 64. net. 

THE SUBSTANCE OP ECONOMICS. By H. A. Silverman. B.A. (Econ.) 
Ninth Edition. In demy Svo, cloth gilt, 370 pp. 6s. 

ECONOMICS OF PRIYATE ENTERPRISE, THE. By J. H. Jones. M.A. 
Second Edition. In demy Svo. cloth gilt. 462 pp. 7 b. 6d. net. 

ECONOMICS OF THE WHOLESALE AND RETAIL TRADE. By Jambs 
Stephenson. M.A.. M.Com., D.Sc. In demy Svo. cloth. 292 pp. 5s. 

ECONOMICS OP PRODUCTION AND EXCHANGE. By James Stephenson. 
M.A., M.Com., D.Sc. ; and Noel Branton, B.Com. In demy Svo, cloth, 

4S4 pp. 78. 6d. 

ECONOMICS OP BANKING, TRADE AND FINANCE. By James Stephenson 
and Noel Branton. In demy Svo. cloth, 382 pp. 7s. 6d. 

ECONOMICS OF THE IMPORT AND EXPORT TRADE. By Hiromu 
Nagaoxa. In demy Svo. cloth. 235 pp. Ss. 

ENGINEERING ECONOMICS. By T. H. Burnham, B.Sc. Hons. (Lond.), 
B.Com. (Lond.), F.I.I.A., A.M.I.Mech.E., M.I.Mar.E. In two vols. Each 
in demy Svo, cloth gilt. Third Revised Edition. Book I. Elements ol 
Industrial Organization and Management. 280 pp. Ss. 6d. net. Book II. 
Works Organization and Management. 312 pp. Ss. 6d. net. 

INTERNATIONAL COMBINES IN MODERN INDUSTRY. By Alfred 
Plummer, B.Litt., M.Sc. (Econ.), LL.D. In demy Svo, cloth gilt, 190 pp. 

78. 6d« net. 

INTERNATIONAL ORGANIZATION. By R. Yorke Hedges, LL.D., of 
Grays Inn, Barfister-at-Law. In demy Svo. cloth gilt, 212 pp. lOs. 6d. 
net. 


PITMAN’S ECONOMICS SERIES 

General Editor : Professor J. H. Jones, M.A. 

Each in large crown Svo, bound in limp keratol, gilt. ' 

A PRIMER OF ECONOMIC GEOGRAPHY. By L. W. Lydb. M.A., F.R.G.5., 
F.R.S.G.S. 220 pp. 58. net. 

BRITISH ECONOMISTS. By Francis C. Hood, M.A. 106 pp. 28. 6d. net. 

BUSINESS FORECASTING. By J. H. Richardson, M.A.. Ph.D. 110 pp. 
28. 6d« net. 

CURRENCY AND BANKING. By D, T. Jack, M.A. 204 pp. 58. net. 

ECONOMIC FUNCnONS OF THE STATE. By R. H. Soltau. M.A. lS4pp. 

58. net 




PITMAN’S BUSINESS HANDBOOKS 


19 


FINDING CAPITAL FOB BUSINESS. By David Finnib. M.A., C.A. 126 pp. 
2s. 6d. net. 

INTERNATIONAL TRADE. By D. T. Jack, M.A. 126 pp. 28. 6d. net. 

METHODS OF REMUNERATION. By R. Wilson, M.A., B.Sc. 108 pp. 
28. 6d. net. 

OVERHEAD COSTS. By Sir Henry N. Bunbury, K.C.B. 96 pp. 28. 6d. net. 

PRODUCTION. By Hubert Phillips, M.A. (Oxon). 168 pp. 58. net. 

SOCIALISM. By Robert Richards. 1 14 pp. 28. 6d. net. 

TRANSPORT AND COMMUNICATIONS. By K. G. Fenblon, M.A., PhD. 
1 10 pp. 28. Bd. net. 

VALUE AND DISTRIBUTION. By Hubert Phillips, M.A. (Oxon). 174 pp. 
58. net. 


MUNICIPAL WORK 

COSTING SCHEMES FOB LOCAL AUTHOBITIES. By J. H. Burton. 
Second Edition. In demy 8vo, 144 pp. 58. net. 

LOANS AND BORROWING POWERS OF LOCAL AUTHOBITIES. By 
J. H. Burton. In demy 8vo. cloth gilt, 228 pp. 7s. 6d. net. 

LOCAL GOVERNMENT OF THE UNITED KINGDOM AND THE IRISH FREE 
STATE. By J. J. Clarke, M.A., F.S.S., of Gray's Inn, Barrister-at^Law, 
Ninth Edition. In demy 8vo, cloth gilt, 738 pp. 128. M. net. 

SOCUL ADMINISTRATION INCLUDING THE POOR LAWS. By J. J. Clarke, 
M.A., F.S.S. In demy 8vo, cloth gilt, 852 pp. 15s. net. Second Edition. 

BATES AND RATING. By Albert Crew, BarrisUr^at-Law, Eighth 
Edition. In crown 8vo, cloth gilt, 509 pp. 12 b. Sd. net. 

MUNICIPAL BOOK-KEEPING. By J. H. McCall, F.S.A.A Fourth 
Edition. In demy 8vo, cloth gilt, 130 pp. 78. 6d. 

MUNICIPAL AUDIT PROGRAMMES. By S. Whitehead, A.S.A.A. 
Second Edition, in demy 8vo, cloth gilt. 1 16 pp. 58. net. 

MUNICIPAL ACCOUNTING SYSTEMS. By S. Whitehead. Second Edition. 
In demy 8vo, cloth gilt, 168 pp. 5s. 

MUNICIPAL STUDENT’S EXAMINATION NOTEBOOK. By S. Whitbhbad. 
Second Edition. In crown 8vo, cloth, 335 pp. 78. 6d. net. 

MUNICIPAL COST AND WORKS ACCOUNTS. By George Arthur Bryant, 
F.C.W.A. In demy 8v6, cloth gilt, 118 pp. lOs. 6d. net. 

AMERICAN CITY GOVERNMENT. By W. Anderson. Ph.D. in demy 8vo, 
doth gilt, 686 pp. 2l8.net. 

MUNICIPAL SERIES. The Organization and Administration of the Various 
Departments of a Municipal Office. Edited by W. Bateson A.C.A., 
F.S.A.A.— 

TRAMWAYS DEPARTMENT. By S. B. Norman Marsh, Accountant to 
fA# Birmingham Corporation Tramways, In demy 8vo, cloth gilt, 
170 pp. 
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GAS UNDERTAKING. By Edwin Upton, F.S.A.A. In demy 8vo, cloth 
130 pp. 58. net. 

TOWN CLERK’S DEPARTMENT AND THE JUSTICES’ CLERK’S 
DEPARTMENT. By A. S. Wright and E. H. Singleton. In demy 
8vo, cloth gilt, 268 pp. 78. 6d. net. 

WATERWORKS UNDERTAKING. By Frederick J. Alban, F.S.A.A., 
F.I.M.T.A., A.C.l.S. In demy 8vo, cloth gilt, 314 pp. 10s. M. net. 

EDUCATION DEPARTMENT. By Alfred E. Ikin, B.Sc., LL.D. In demy 
8vo, cloth gilt, 261 pp. 78. 6d. net. 

PUBLIC HEALTH DEPARTMENT. By W. A. Leonard, Chief Clerk and 
Statistician in the Public Health Department, Birmingham. In demy 
8vo, cloth gilt, 155 pp. 68. net. 

BATING DEPARTMENT. By A. H. Peacock, M.A., A.S.A.A.. Incorpor- 
ated Accountant, In demy 8vo, cloth gilt, 96 pp. 5s. net. 

MUNICIPAL ENGINEER AND SUBTEYOR’S DEPARTMENT. By Ernest 
J. Elford, M.Inst.C.E., Chartered Civil Engineer, M.I.Mech.E., etc. In 
demy 8vo, cloth gilt, 237 pp. lOs. 6d. net. Second Edition. 


ADVERTISING AND SALESMANSHIP 

THE DICTIONARY OF ADVERTISING AND PRINTING. By G. J. Fresh- 
WATER and Alfred Bastien. In crown 4to, half leather gilt. 460 pp. 
428. net. 

THE PRINCIPLES AND PRACfnCE OF ADVERTISING. By R. Simmat, 
M.A. In demy 8vo, cloth gilt. 500 pp., illustrated. 15s. net. 

STORECRAFT. By S. A. Williams, M.A. In crown 8vo, cloth, 143 pp. 
88. 6d. net. 


PRINCIPLES OP RETAIL DISTRIBUTION. By S. A. Williams. M.A. In 
crown 8vo, cloth gilt, 218 pp. 58. net. 

SUCCESSFUL RETAILING. By £.. N. Simons. In demy Svo, cloth gilt. 
210 pp. 58.net. 

THE CRAFT OF SILENT SALESMANSHIP. A Guide to Advertisement 
Construction. By C. Maxwell Tregurtha and J. W. PVings. Size 
6| in. by 9^ in., cloth, 98 pp.. with illustrations. 88. od. net. 

BALES COUNTERCRAFT. By William G. Carter, M.P.S. In demy Svo. 
cloth gilt. 224 pp. 7s. 6d. net. 

PERSONAL SALESMANSHIP. By R. Simmat. M.A. In demy Svo, cloth 
gilt. 96 pp. 88. 6d. net. 

SALESMANSHIP. By William Maxwell. In crown Svo, cloth gilt. 238 pp. 

58.net. 

SALESMANSHIP. By W. A. Corbion and G. £. Grimsdalb. In crown Svo, 
cloth. 168 pp. Ss. 6d. net. 
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FOR MORE SALES* By C. C, Knights. Second Edition. In 
demy 8vo, cloth, 264 pp. 58. net. 

AN OUTLINE OF SALES MANAGEMENT. By C. C. Knights. Second 
Edition. In demy 8vo, cloth gilt, 184 pp. Sg. 6d. net. 

TECHNIQUE OF SALESMANSHIP. By C. C. Knights. Second Edition. 
In demy 8vo, cloth gilt, 249 pp. 58. net. 

BUILDING RETAIL SALES. By C. C. Knights. In demy Svo, cloth gilt 
230 pp. 68.net. * ’ 

MORE SALES THROUGH THE WINDOW. By C. C. Knights. In demy 
Svo, cloth gilt, 170 pp. Ss. 6d. net. ^ 

PRACTICAL SALESMANSHIP. By N. C. Fowler, Junr. In crown Svo, 
337 pp. 78. 6d. net. 

RETAIL MANAGEMENT. By Cunliffb L. Bolling. In demy Svo cloth 
gilt, 484 pp. 168.net. ^ 

RETAIL SALESMANSHIP. By Cunlxffe L. Bolling. Second Edition. In 
demy Svo, cloth gilt, 284 pp. 7s. 6d. net. 

SALES MANAGEMENT. By Cunliffe L. Bolling. Second Edition. In 
demy Svo, cloth gilt, 372 pp. lOs. 6d. net. 

SALESMEN’S AGREEMENTS. Compiled from the proceedings of a special 
Conference of the Incorporated Association of Sales Managers of Great 
Britain. In demy Svo, cloth gilt, 84 pp. 68. net. 

THE OUTFITTER’S SALESMAN. By E. Ostick, M.A., L.C.P. In crown Svo, 
cloth gilt, 170 pp. 6s. net. 

TEXTILES FOR SALESMEN. By E. Ostick, M.A., L.C.P. Second Edition. 
In crown Svo, cloth gilt, 174 pp. 6s. net. 

PSYCHOLOGY AS A SALES FACTOR. By A. J. Greenly. Second Edition. 
In demy Svo, cloth gilt, 224 pp. 78. 6d. net. 

MODERN SALES CORRESPONDENCE. By D. M. Wilson. In demy Svo 
cloth gilt, SO pp. 88. 8d. net. 

DIRECT MAIL ADVERTISING. For the Retail Trader. By H. Dennett. 
In demy Svo, cloth gilt, 220 pp. 78. 6d. net. 

SALES AND* ROUTINE LETTERS FOR THE RETAIL TRADER. By H. 
Dennett. In demy Svo, cloth gilt, 204 pp. 78. 6d. net. 

TRAINING FOR TRAVELLING SALESMEN. By Frank W. Shrubsall. 
In crown Svo, cloth gilt, 90 pp. 28. 6d. net. 

ADVERTISING AND THE SHOPKEEPER. By Harold W. Elby. In crown 
Svo, 160 pp. 88. 6d. net. 

ROUTINE OF THE ADVERTISING DEPARTMENT. By Reginald H. W. 
Cox. In demy Svo, cloth gilt, 202 pp. lOg. 6d. net. 

ADVERTISEIPNT LAY-OUT AND COPY-WRITING. By A. J. Watkins. 
In crown 4to, cloth, 130 pp. 168. net. 
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PBACnCAL TTPOOBAPHY AND COPY WB1T1N6. By Courtney D. 
Farmbr. In demy 8vo. cloth gilt» 110 pp. 58. net. 

BUSINESS LETTER PRACTICE. By J. B. Opdyckb. Fifth Edition. In 
demy Svo, cloth gilt. 602 pp. 78. 6d^ net. 

SBLLINU BY POST. By Harold W. Elby. In foolscap Svo. leatherette. 
64 pp. l8.net. 

THE OUTDOOR SALES FORCE. By P. E. Wilson. In crown Svo, cloth, 
146 pp. 88. 6d. net. 

SUCCESSFUL BUYING. By £. N. Sxicons. In demy Svo, cloth gilt, 291 pp. 
Id8. 6d. net. 

MARKET RESEARCH. By R. Simmat, M.A. In demy Svo, cloth gilt, 
128 pp. 68. net. 

THE PRINCIPLES AND PRACTICE OF MARKETING. By R. Simmat, M.A. 
In demy Svo, cloth gilt, 247 pp. ISs. 6d. net. 

PRACTICAL AIDS TO RETAIL SELLING. By A. Edward Hammond. 
In demy Svo. cloth gilt, ISO pp. Ss. 6d. net. 

PLANNED SELLING. By John W. Powell, A.M.C.T.Eng. In demy Svo, 
cloth gilt, 228 pp. 88. 6d. net. 

ADYERTISING THROUGH THE PRESS. By N. Huntbr. In demy Svo. 
cloth, 146 pp. 58. net. 

PRACTICAL PRESS PUBLICITY. By A. L. Culyer. In demy Svo, cloth, 
95 pp. 8s. 64. net. 

SHOP FITTINGS AND DISPLAY. By A. E. Hammond. In demy Svo, 
cloth. 142 pp. 68. net. 

WINDOW DRESSING. By G. L. Timmins. In crown Svo, cloth. S5 pp. 
28. net. 

ART OP WINDOW DISPLAY. Edited by H. Ashford Down. In crown 
4to, buckram, 220 pp. Sis. net. 

COMMERCIAL PHOTOGRAPHY, By D. Charles. Second Edition. In demy 
Svo, cloth gilt. 316 pp. lOs. 6d, net. 

HINTS AND TIPS FOR COMMERCIAL ARTISTS. By Bernard J. Palmer. 
Second Edition. In crown Svo. 122 pp. 58. net. 

TRAINING IN COMMERCIAL ART. By V. L. Danvers. In crown 4to. 
10s. 6d. net. 

TICKET AND SHOW CARD DESIGNING. By F. A. Pearson. In foolscap, 
ISO pp. 4to, cloth. 88. 6d. net. 

TYPES AND TYPE FACES. (From Modern Advertising.) By C. M. 
Trbgurtha. In crown 4to, quarter cloth, 48 pp. 28. 6d. net. 

THE ART AND PRACTICE OF PRINTING. Edited by Wm. Atkins. In six 
volumes. In crown 8vo, cloth gilt. Each 78. 6d. net. 

PRINTING. By H. A. Maddox. Second Edition. In demy 8va, cloth, 178 pp. 
58. net. 
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THE COMPLETE JOURNALIST. By F. J. Mansfield. In demy 8vo, cloth 
gilt, 389 pp. 128. 6d. net. 

SUB-EDITINO. By F. J. Mansfield. In demy 8vo, cloth gilt, 264 pp. 
lOg. 6d. net. 

JOURNALISM. By Some Masters op the Craft. In demy 8vo, 232 pp. 
5s. net. 

MODERN JOURNALISM. By C. F. Carr and F. E. Stevens. In demy 8vo. 
cloth gilt, 252 pp. 78. 6d. net. 

JOURNALISM AS A CAREER. Edited by W. T. Cranfibld. IndemySvo. 
cloth, 108 pp. 58. net. 

PITMAN’S POPULAR GUIDE TO JOURNALISM. By Alfred Kingston. 
Fourth Edition. In crown 8vo, cloth, 124 pp. 28. 6d. net. 

PITMAN’S PRACTICAL JOURNALISM. By Alfred Baker. Second Edi. 
tion. Revised by E. A. Cope. In crown 8vo, cloth, 180 pp. 38. 8d. net. 

SHORT STORY WRITING AND FREE-LANCE JOURNALISM. By Sydney 
A. Moseley Third Edition. In demy 8vo, cloth gilt«. 232 pp. 78. 6d. net. 

THETRUTH ABOUT A JOURNALIST. By Sydney A. Moseley. In demy 
8vo, cloth gilt, 352 pp. 10s. net. 

NEWSPAPER WRITING AND EDITING. By W. J. Bleyer, Ph.D. Revised 
and Enlarged Edition. Size 5| in. by 8 in., cloth, 482 pp. lOs. 6d. net. 

HOW TO WRITE PLAYS. By Basil Hogarth. In crown 8vo, cloth, 172 pp. 
38. 6d. net. 

THE WRITING WAY. By John Steeksma. In demy 8vo, cloth gilt, 160 pp. 
5s. net. 

WRITING FOR THE FILMS. By L’Estrange Fawcett. In crown 8vo, 
cloth, 1 16 pp. 38. 6d. net. 

INTERVIEWING. By W. V. Noble. In crown 8vo, cloth, 96 pp. 2s.0d.net. 

THE CHILDREN’S AUTHOR. By Christine Chaundler. In crown 8vo, 
cloth, 112 ^p. Ss. Od. net. 


• LAW 

SLATER’S MERCANTILE LAW. Ninth Edition, by R. W. Holland, 
O.B.E., M.A., M.Sc., LL.D., Barrister -at- Law, and R. H. Code Holland, 
B.A. (Lond.), Barrister -at-Law. In demy 8vo, cloth gilt, 643 pp. 78. Od. 

INTRODUCTION TO COMMERCIAL LAW. By Norman A. Webb, B.Sc. 
In demy 8vo, cloth, 175 pp. 58. 

COMPANIES AND COMPANY LAW. By A. C. Connell, LL.B. (Lond.). 
Fourth Edition, Revised by W, £. Wilkinson, LL.D. la demy 8vo, cloth 
gilt, 422 pp. 6 b« 
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KANUAL OF COMPANY LAW AND PRACTICE. By Leslix Maddock* 
BattfisUr^ai-Law, In demy 8vo, cloth gilt, 437 pp. lOs. 6d. 

COMPANY LAW. By D. F. de L'Hostb Ranking, M.A., LL.D., and 

E. E. Spicer, F.C.A. Sixth Edition. Edited by H. A. R. J. Wilson, 

F. C.A., F.S.A.A. In demy 8vo, cloth gilt, 498 pp. lOs. net. 

THE LAW OP JOINT STOCK COMPANIES. By W. J. Weston. M.A., B Sc.. 
of Gray's Inn, Barrister-at^Law, In demy 8vo, 308 pp. 78. 6d. net. 

LAW OF ARBITRATION AND AWARDS. By H. S. Palmer, M.A. (Oxon). 
In demy 8vo, 180 pp. Bs. net. 

LAW OP GAMING AND BETTING. By C. F. Shoolbred, B.A., LL.B., 
Barrister-at-Law. In demy 8vo, cloth gilt, 274 pp. 15s. net. 

LAW RELATING TO RESTRAINT OP TRADE. By R. Yorke Hedges, 
LL.M., Barrister-aULaw, In demy 8vo, cloth gilt, 140 pp. 78. Bd. net. 

AIR AND AVIATION LAW (CIVIL AVIATION). By Wm. Marshall Free- 
man, Barrister-aULaw, In demy 8vo, cloth gilt, 176 pp. 78. Bd. net. 

ADMINISTRATION OF ESTATES. By A. H. Cosway. In crown 8vo, 172 pp. 
58. net. 

RIGHTS AND DUTIES OF LIQUIDATORS, TRUSTEES, AND RECEIVERS. 
By D. F. de L'Hoste Ranking, M.A., LL.D., E. E. Spicer, F.C.A., and 

E. C. Pegler, F.C.A. Size 9} in. by 7 in., cloth gilt, 434 pp. 158. net. 
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LIQUIDATOR’S INDEX AND SUMMARY OF THE COMPANIES ACT AND 
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LAW FOR JOURNALISTS. By Charles Pilley, Samsi^r-al-Law. Second 
Edition. In demy 8vo, cloth, 170 pp. 58. net. . 

THE LAW RELATING TO BANKING AND FOREIGN EXCHANGE. By 
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Barrister-at-Law. In crown 4to, half leather gilt, loose leaf. Second Edition 
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PARTNERSHIP LAW. By D. F. de L'Hoste Ranking, M.A., LL.D., 
£. E. Spicer, F.C.A., and E. C. Pegler, F.C.A. Fifth Edition. Edited 
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